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PART | 
Special Note Regarding Forward-Looking Statements and Projections 


This Annual Report on Form 10-K and oral statements made from time to time by representatives of the 
Company may contain or incorporate by reference certain statements that are not historical facts, including, most 
importantly, information concerning possible or assumed future results of operations of the Company. Those 
statements, as well as statements preceded by, followed by, or that include the words “may,” “believes,” “plans,” 
“expects,” “anticipates,” or the negation thereof, or similar expressions, constitute “forward-looking statements” 
within the meaning of the Private Securities Litigation Reform Act of 1995 (the “Reform Act”). All statements that 
address future operating, financial or business performance; strategies, initiatives or expectations; future synergies, 
efficiencies or overhead savings; anticipated costs or charges; future capitalization; and anticipated financial impacts of 
recent or pending transactions are forward-looking statements within the meaning of the Reform Act. The 
forward-looking statements are based on our expectations at the time such statements are made, speak only as of the 
dates they are made and are susceptible to a number of risks, uncertainties and other factors. Our actual results, 
performance and achievements may differ materially from any future results, performance or achievements expressed 
or implied by our forward-looking statements. For all of our forward-looking statements, we claim the protection of 
the safe harbor for forward-looking statements contained in the Reform Act. Many important factors could affect our 
future results and could cause those results to differ materially from those expressed in or implied by the 
forward-looking statements contained herein. Such factors, all of which are difficult or impossible to predict 
accurately, and many of which are beyond our control, include, but are not limited to, the following: 


* competition, including pricing pressures, couponing, aggressive marketing and the potential impact of 
competitors’ new unit openings on sales of Wendy’s restaurants; 


* consumers’ perceptions of the relative quality, variety, affordability and value of the food products we offer; 


* food safety events, including instances of food-borne illness (such as salmonella or E. coli) involving 
Wendy’s or its supply chain; 


* consumer concerns over nutritional aspects of beef, poultry, french fries or other products we sell, concerns 
regarding the ingredients in our products and/or cooking processes used in our restaurants, or concerns 
regarding the effects of disease outbreaks, epidemics or pandemics impacting the Company’s customers or 


food supplies; 
* the effects of negative publicity that can occur from increased use of social media; 


* success of operating and marketing initiatives, including advertising and promotional efforts and new 
product and concept development by us and our competitors; 


* the impact of general economic conditions and increases in unemployment rates on consumer spending, 
particularly in geographic regions that contain a high concentration of Wendy’s restaurants; 


* changes in consumer tastes and preferences, and in discretionary consumer spending; 


* changes in spending patterns and demographic trends, such as the extent to which consumers eat meals 
away from home; 


* certain factors affecting our franchisees, including the business and financial viability of franchisees, the 
timely payment of such franchisees’ obligations due to us or to national or local advertising organizations, 
and the ability of our franchisees to open new restaurants in accordance with their development 
commitments, including their ability to finance restaurant development and remodels; 


* increased labor costs due to competition or increased minimum wage or employee benefit costs; 


* changes in commodity costs (including beef, chicken and corn), labor, supplies, fuel, utilities, distribution 
and other operating costs; 


* availability, location and terms of sites for restaurant development by us and our franchisees; 
* development costs, including real estate and construction costs; 


* delays in opening new restaurants or completing reimages of existing restaurants, including risks associated 
with the Image Activation program; 


* the timing and impact of acquisitions and dispositions of restaurants; 
* anticipated or unanticipated restaurant closures by us and our franchisees; 


* our ability to identify, attract and retain potential franchisees with sufficient experience and financial 
resources to develop and operate Wendy’s restaurants successfully; 


* availability of qualified restaurant personnel to us and to our franchisees, and the ability to retain such 
personnel; 


* our ability, if necessary, to secure alternative distribution of supplies of food, equipment and other 
products to Wendy’s restaurants at competitive rates and in adequate amounts, and the potential financial 
impact of any interruptions in such distribution; 


* availability and cost of insurance; 
* adverse weather conditions; 
* availability, terms (including changes in interest rates) and deployment of capital; 


* changes in, and our ability to comply with, legal, regulatory or similar requirements, including franchising 
laws, payment card industry rules, overtime rules, minimum wage rates, wage and hour laws, 
government-mandated health care benefits, tax legislation, federal ethanol policy and accounting standards; 


* the costs, uncertainties and other effects of legal, environmental and administrative proceedings; 
* the effects of charges for impairment of goodwill or for the impairment of other long-lived assets; 
¢ the effects of war or terrorist activities; 


* risks associated with failures, interruptions or security breaches of the Company’s computer systems or 
technology, or the occurrence of cyber incidents or a deficiency in cybersecurity that impacts the Company 
or its franchisees; 


* the difficulty in predicting the ultimate costs associated with the sale of company-owned restaurants to 
franchisees, employee termination costs, the timing of payments made and received, the results of 
negotiations with landlords, the impact of the sale of restaurants on ongoing operations, any tax impact 
from the sale of restaurants and the future impact to the Company’s earnings, restaurant operating 
margins, cash flow and depreciation; 


* the difficulty in predicting the ultimate costs that will be incurred in connection with the Company’s plan 
to reduce its general and administrative expenses, and the future impact on the Company’s earnings; 


* risks associated with the Company’s securitized financing facility, including the ability to generate 
sufficient cash flow to meet increased debt service obligations, compliance with operational and financial 
covenants, and restrictions on the Company’s ability to raise additional capital; 


* risks associated with the amount and timing of share repurchases under the $1.4 billion share repurchase 
program approved by the Board of Directors; and 


* other risks and uncertainties affecting us and our subsidiaries referred to in this Annual Report on 
Form 10-K (see especially “Item 1A. Risk Factors” and “Item 7. Management’s Discussion and Analysis of 
Financial Condition and Results of Operations”) and in our other current and periodic filings with the 
Securities and Exchange Commission. 


All future written and oral forward-looking statements attributable to us or any person acting on our behalf are 
expressly qualified in their entirety by the cautionary statements contained or referred to in this section. New risks and 
uncertainties arise from time to time, and it is impossible for us to predict these events or how they may affect us. We 
assume no obligation to update any forward-looking statements after the date of this Annual Report on Form 10-K as 
a result of new information, future events or developments, except as required by Federal securities laws. In addition, 
it is our policy generally not to endorse any projections regarding future performance that may be made by third 
parties. 


Item 1. Business. 
Introduction 


The Wendy’s Company (“The Wendy’s Company”) is the parent company of its 100% owned subsidiary 
holding company Wendy’s Restaurants, LLC (“Wendy’s Restaurants”). Wendy’s Restaurants is the parent company 
of Wendy’s International, LLC, formerly known as Wendy’s International, Inc. Wendy’s International, LLC is the 
indirect parent company of Quality Is Our Recipe, LLC (“Quality”), which is the owner and franchisor of the 
Wendy’s® restaurant system in the United States. As used in this report, unless the context requires otherwise, the 
term “Company” refers to The Wendy’s Company and its direct and indirect subsidiaries, and “Wendy’s” refers to 
Quality when the context relates to ownership of or franchising the Wendy’s® restaurant system and to 
Wendy’s International, LLC when the context refers to the Wendy’s® brand. 


As of January 3, 2016, the Wendy’s restaurant system was comprised of 6,479 restaurants, of which 632 were 
owned. and operated by the Company. References in this Annual Report on Form 10-K (the “Form 10-K”) to 
restaurants that we “own” or that are “company-owned” include owned and leased restaurants. The Wendy’s Company’s 
corporate predecessor was incorporated in Ohio in 1929 and was reincorporated in Delaware in June 1994. Effective 
September 29, 2008, in conjunction with the merger with Wendy’s, The Wendy’s Company’s corporate name was 
changed from Triarc Companies, Inc. (“Triarc”) to Wendy’s/Arby’s Group, Inc. Effective July 5, 2011, in connection 
with the sale of Arby’s Restaurant Group, Inc. (“Arby’s”), Wendy’s/Arby’s Group, Inc. changed its name to 
The Wendy’s Company. The Company’s principal executive offices are located at One Dave Thomas Blvd., Dublin, 
Ohio 43017, and its telephone number is (614) 764-3100. We make our annual reports on Form 10-K, quarterly 
reports on Form 10-Q, current reports on Form 8-K, and amendments to such reports, as well as our annual proxy 
statement, available, free of charge, on our website as soon as reasonably practicable after such reports are electronically 
filed with, or furnished to, the Securities and Exchange Commission. We also provide our Code of Business Conduct 
and Ethics, free of charge, on our website. Our website address is www.aboutwendys.com. Information contained on 
that website is not part of this Form 10-K. 


Merger with Wendy’s 


On September 29, 2008, Triarc and Wendy’s completed their merger (the “Wendy’s Merger”) in an all-stock 
transaction in which Wendy’s shareholders received 4.25 shares of Wendy’s/Arby’s Class A common stock for each 
Wendy’s common share owned. 


In the Wendy’s Merger, approximately 377,000,000 shares of Wendy’s/Arby’s Class A common stock were 
issued to Wendy’s shareholders. In addition, effective on the date of the Wendy’s Merger, Wendy’s/Arby’s Class B 
common stock was converted into Class A common stock. In connection with the May 28, 2009 amendment and 
restatement of Wendy’s/Arby’s Certificate of Incorporation, Class A common stock was redesignated as “Common 


Stock.” 


Sale of the Bakery 


On May 31, 2015, Wendy’s completed the sale of 100% of its membership interest in The New Bakery 
Company, LLC and its subsidiaries (collectively, the “Bakery”), to East Balt US, LLC (the “Buyer”) for $78.5 million 
in cash (subject to customary purchase price adjustments). 


Sale of Arby’s 


On July 4, 2011, Wendy’s Restaurants completed the sale of 100% of the common stock of Arby’s to 
ARG IH Corporation (“ARG”), a wholly-owned subsidiary of ARG Holding Corporation (“ARG Parent”), for 
$130.0 million in cash (subject to customary purchase price adjustments) and 18.5% of the common stock of ARG 
Parent (through which Wendy’s Restaurants indirectly retained an 18.5% interest in Arby’s). 


Fiscal Year 


The Company uses a 52/53 week fiscal year convention whereby its fiscal year ends each year on the Sunday 
that is closest to December 31 of that year. Each fiscal year generally is comprised of four 13-week fiscal quarters, 
although in the years with 53 weeks, including 2015, the fourth quarter represents a 14-week period. 


Business Segments 


The Company manages and internally reports its business geographically. The operation and franchising of 
Wendy’s restaurants in North America (defined as the United States and Canada) comprises virtually all of our 
current operations and represents a single reportable segment. The revenues and operating results of Wendy’s 
restaurants outside of North America are not material. See Note 25 of the Financial Statements and Supplementary 
Data included in Item 8 herein, for financial information attributable to our geographic areas. 


The Wendy’s Restaurant System 
Wendy’s is the world’s third largest quick-service restaurant company in the hamburger sandwich segment. 


Wendy’s is primarily engaged in the business of operating, developing and franchising a system of distinctive 
quick-service restaurants serving high quality food. At January 3, 2016, there were 6,076 Wendy’s restaurants in 
operation in North America. Of these restaurants, 632 were operated by Wendy’s and 5,444 by a total of 
390 franchisees. In addition, at January 3, 2016, there were 403 franchised Wendy’s restaurants in operation in 
27 countries and territories other than North America. See “Item 2. Properties” for a listing of the number of 
company-owned and franchised locations in the United States and in foreign countries and United States territories. 


The revenues from our restaurant business are derived from two principal sources: (1) sales at company-owned 
restaurants and (2) franchise-related revenues including royalties, rents and franchise fees received from Wendy’s 
franchised restaurants. 


Wendy’s is also a 50% partner in a Canadian restaurant real estate joint venture with a subsidiary of Restaurant 
Brands International Inc., a quick-service restaurant company that owns the Tim Hortons® brand. The joint venture 
owns Wendy’s/Tim Hortons combo units in Canada. As of January 3, 2016, there were 99 Wendy’s restaurants in 
operation that were owned by the joint venture. (Tim Hortons™ is a registered trademark of Tim Hortons USA 
Inc.) 


Wendy’s Restaurants 


Wendy’s opened its first restaurant in Columbus, Ohio in 1969. During 2015, Wendy’s opened 21 new 
company-owned restaurants and closed 23 generally underperforming company-owned restaurants. In addition, 
Wendy’s purchased 4 restaurants from franchisees and sold 327 restaurants to franchisees. During 2015, Wendy's 
franchisees opened 88 new restaurants and closed 122 generally underperforming restaurants. The restaurants sold to 
franchisees were sold as part of the system optimization initiative which is further described in “Acquisitions and 
Dispositions of Wendy’s Restaurants” below. 


The following table sets forth the number of Wendy’s restaurants at the beginning and end of each year from 
2013 to 2015: 


mois 20142018 
Restaurants open at beginning of period ..................00. 6,515 6,557 6,560 
Restaurants opened during period ..... 0.0.0.0... 00 eee eee 109 103 102 
Restaurants closed during period 1.6.0... 0.0.00 cee eee eee (145) (145) = (105) 
Restaurants open at end of period ......... 0.0... eee ee eee 6,479 6,515 6,557 


During the period from December 31, 2012, through January 3, 2016, 314 Wendy’s restaurants were opened 
and 395 generally underperforming Wendy’s restaurants were closed. 


Operations 


Each Wendy’s restaurant offers an extensive menu specializing in hamburger sandwiches and featuring filet of 
chicken breast sandwiches, which are prepared to order with the customer’s choice of condiments. Wendy’s menu also 
includes chicken nuggets, chili, french fries, baked potatoes, freshly prepared salads, soft drinks, Frosty® desserts and 
kids’ meals. In addition, the restaurants sell a variety of promotional products on a limited time basis. Wendy’s also 
offers breakfast in some restaurants in the United States. 


Free-standing Wendy’s restaurants generally include a pick-up window in addition to a dining room. The 
percentage of sales at company-owned Wendy’s restaurants through the pick-up window was 65.8%, 64.7% and 
64.8% in 2015, 2014 and 2013, respectively. 
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Wendy’s strives to maintain quality and uniformity throughout all restaurants by publishing detailed 
specifications for food products, preparation and service, continual in-service training of employees, restaurant 
operational audits and field visits from Wendy’s supervisors. In the case of franchisees, field visits are made by 
Wendy’s personnel who review operations, including quality, service and cleanliness and make recommendations to 
assist in compliance with Wendy’s specifications. 


Wendy’s does not sell food or supplies to its franchisees. The Bakery, a 100% owned subsidiary of Wendy’s, 
formerly known as The New Bakery Co. of Ohio, Inc., was a producer of buns for some Wendy’s restaurants, and to 
a lesser extent for outside parties. In May 2015, Wendy’s completed the sale of the Bakery to East Balt US, LLC. 


Raw Materials and Purchasing 


As of January 3, 2016, four independent processors (six total production facilities) supplied all of Wendy’s 
hamburger in the United States. In addition, five independent processors (seven total production facilities) supplied 


all of Wendy’s chicken in the United States. 


Wendy’s and its franchisees have not experienced any material shortages of food, equipment, fixtures or other 
products that are necessary to maintain restaurant operations. Wendy’s anticipates no such shortages of products and 
believes that alternate suppliers are available. Suppliers to the Wendy’s system must comply with United States 
Department of Agriculture (“USDA”) and United States Food and Drug Administration (“FDA”) regulations 
governing the manufacture, packaging, storage, distribution and sale of all food and packaging products. 


Wendy’s has a purchasing co-op relationship agreement (the “Wendy’s Co-op”) with its franchisees which 
establishes Quality Supply Chain Co-op, Inc. (““QSCC”). QSCC manages, for the Wendy’s system in the United 
States and Canada, contracts for the purchase and distribution of food, proprietary paper, operating supplies and 
equipment under national agreements with pricing based upon total system volume. QSCC’s supply chain 
management facilitates the continuity of supply and provides consolidated purchasing efficiencies while monitoring 
and seeking to minimize possible obsolete inventory throughout the Wendy’s supply chain in the United States and 
Canada. 


Wendy’s and its franchisees pay sourcing fees to third-party vendors on certain products sourced by QSCC. 
Such sourcing fees are remitted by these vendors to QSCC and are the primary means of funding QSCC’s operations. 
Should QSCC’s sourcing fees exceed its expected needs, QSCC’s board of directors may return some or all of the 
excess to its members in the form of a patronage dividend. 


Quality Assurance 


Wendy’s quality assurance program is designed to verify that the food products supplied to our restaurants are 
processed in a safe, sanitary environment and in compliance with our food safety and quality standards. Wendy’s 
quality assurance personnel conduct multiple on-site sanitation and production audits throughout the year at all of 
our core menu product processing facilities, which include beef, poultry, pork, buns, french fries, Frosty® dessert 
ingredients, and produce. Animal welfare audits are also conducted every year at all beef, poultry, and pork facilities to 
confirm compliance with our required animal welfare and handling policies and procedures. In addition to our facility 
audit program, weekly samples of beef, poultry, and other core menu products from our distribution centers are 
randomly sampled and analyzed by a third-party laboratory to test conformance to our quality specifications. Each 
year, Wendy’s representatives conduct unannounced inspections of all company and franchise restaurants to test 
conformance to our sanitation, food safety, and operational requirements. Wendy’s has the right to terminate 
franchise agreements if franchisees fail to comply with quality standards. 


Trademarks and Service Marks 


Wendy’s or its subsidiaries have registered certain trademarks and service marks in the United States Patent and 
Trademark Office and in international jurisdictions, some of which include Wendy’s®, Old Fashioned Hamburgers® 
and Quality Is Our Recipe®. Wendy’s believes that these and other related marks are of material importance to its 
business. Domestic trademarks and service marks expire at various times from 2016 to 2025, while international 
trademarks and service marks have various durations of 10 to 15 years. Wendy’s generally intends to renew 
trademarks and service marks that are scheduled to expire. 


Wendy’s entered into an Assignment of Rights Agreement with the Company’s founder, R. David Thomas, 
and his wife dated as of November 5, 2000 (the “Assignment”). Wendy’s had used Mr. Thomas, who was Senior 
Chairman of the Board until his death on January 8, 2002, as a spokesperson and focal point for its products and 
services for many years. With the efforts and attributes of Mr. Thomas, Wendy’s has, through its extensive investment 
in the advertising and promotional use of Mr. Thomas’ name, likeness, image, voice, caricature, endorsement rights 
and photographs (the “Thomas Persona”), made the Thomas Persona well known in the United States and 
throughout North America and a valuable asset for both Wendy’s and Mr. Thomas’ estate. Under the terms of the 
Assignment, Wendy’s acquired the entire right, title, interest and ownership in and to the Thomas Persona, including 
the sole and exclusive right to commercially use the Thomas Persona. 


Seasonality 


Wendy’s restaurant operations are moderately seasonal. Wendy’s average restaurant sales are normally higher 
during the summer months than during the winter months. Because the business is moderately seasonal, results for 
any quarter are not necessarily indicative of the results that may be achieved for any other quarter or for the full fiscal 
year. 


Competition 


Each Wendy’s restaurant is in competition with other food service operations within the same geographical 
area. The quick-service restaurant segment is highly competitive and includes well-established competitors. Wendy’s 
competes with other restaurant companies and food outlets, primarily through the quality, variety, convenience, price, 
and value perception of food products offered. The number and location of units, quality and speed of service, 
attractiveness of facilities, effectiveness of marketing and new product development by Wendy’s and its competitors 
are also important factors. The price charged for each menu item may vary from market to market (and within 
markets) depending on competitive pricing and the local cost structure. Wendy’s also competes within the food 
service industry and the quick-service restaurant sector not only for customers, but also for personnel, suitable real 
estate sites and qualified franchisees. 


Wendy’s competitive position is differentiated by a focus on quality, its use of fresh, never frozen ground beef in 
the United States and Canada and certain other countries, its unique and diverse menu, its promotional products, its 
choice of condiments and the atmosphere and decor of its restaurants. Wendy’s continues to implement its Image 
Activation program, which includes innovative exterior and interior restaurant designs, with plans for significantly 
more new and reimaged company and franchisee restaurants in 2016 and beyond. The Image Activation program also 
differentiates the Company from its competitors by its emphasis on selection and performance of restaurant 
employees that provide friendly and engaged customer service in our restaurants. 


Many of the leading restaurant chains continue to focus on new unit development as one strategy to increase 
market share through increased consumer awareness and convenience. This results in increased competition for 
available development sites and higher development costs for those sites. Competitors also employ marketing 
strategies such as frequent use of price discounting, frequent promotions and heavy advertising expenditures. 
Continued price discounting, including the use of coupons, in the quick-service restaurant industry and the emphasis 
on value menus has had and could continue to have an adverse impact on Wendy’s. In addition, we believe that the 
growth of fast casual chains and other in-line competitors causes some fast food customers to “trade up” to a more 
traditional dining out experience while keeping the benefits of quick-service dining. 


Other restaurant chains have also competed by offering high quality sandwiches made with fresh ingredients 
and artisan breads and there are several emerging restaurant chains featuring high quality food served at in-line 
locations. Several chains have also sought to compete by targeting certain consumer groups, such as capitalizing on 
trends toward certain types of diets or diet preferences (e.g., low carbohydrate, low trans fat, gluten free or antibiotic 
free) by offering menu items that are promoted as being consistent with such diets. 


Additional competitive pressures for prepared food purchases come from operators outside the restaurant 
industry. A number of major grocery chains offer fresh deli sandwiches and fully prepared food and meals to go as 
part of their deli sections. Some of these chains also have in-store cafes with service counters and tables where 
consumers can order and consume a full menu of items prepared especially for that portion of the operation. 
Additionally, convenience stores and retail outlets at gas stations frequently offer sandwiches and other foods. 
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Technology is becoming an increasingly critical part of the restaurant consumer experience. Restaurant 
technology includes mobile interactive technology for brand menu search information, mobile ordering, mobile 
payment and other self-service technologies. 


Acquisitions and Dispositions of Wendy’s Restaurants 


In July 2013, the Company announced a system optimization initiative, as part of its brand transformation, 
which includes a shift from company-owned restaurants to franchised restaurants over time, through acquisitions and 
dispositions, as well as helping to facilitate franchisee-to-franchisee restaurant transfers. In February 2015, the 
Company announced plans to sell approximately 540 additional restaurants to franchisees and reduce its ongoing 
company-owned restaurant ownership to approximately 5% of the total system by the end of 2016. During 2015, 
2014 and 2013, the Company completed the sale of 327, 255 and 244 company-owned restaurants to franchisees, 
respectively, which included the sale of all of its company-owned restaurants in Canada. In addition, during 2015 the 
Company helped facilitate the transfer of 71 restaurants between franchisees. The Company expects to complete its 
plan to reduce its company-owned restaurant ownership to approximately 5% with the sale of approximately 315 
restaurants during 2016, of which 99 restaurants were classified as held for sale as of January 3, 2016. 


Wendy’s intends to evaluate strategic acquisitions of franchised restaurants and strategic dispositions of 
company-owned restaurants to existing and new franchisees to further strengthen the franchisee base, drive new 
restaurant development and accelerate Image Activation adoption. Wendy’s generally retains a right of first refusal in 
connection with any proposed sale of a franchisee’s interest. 


Franchised Restaurants 


As of January 3, 2016, Wendy’s franchisees operated 5,444 Wendy’s restaurants in 50 states, the District of 
Columbia and Canada. 


The rights and obligations governing the majority of franchised restaurants operating in the United States are 
set forth in the Wendy’s Unit Franchise Agreement (non-traditional locations may operate under an amended 
agreement). This document provides the franchisee the right to construct, own and operate a Wendy’s restaurant 
upon a site accepted by Wendy’s and to use the Wendy’s system in connection with the operation of the restaurant at 
that site. The Unit Franchise Agreement provides for a 20-year term and a 10-year renewal subject to certain 
conditions. Wendy’s has in the past franchised under different agreements on a multi-unit basis; however, Wendy’s 
now grants new Wendy’s franchises on a unit-by-unit basis. 


The Wendy’s Unit Franchise Agreement requires that the franchisee pay a royalty of 4% of monthly sales, as 
defined in the agreement, from the operation of the restaurant or $1,000, whichever is greater. The agreement also 
typically requires that the franchisee pay Wendy’s an initial technical assistance fee. In the United States, the standard 
technical assistance fee required under a newly executed Unit Franchise Agreement is currently $40,000 for each 
restaurant. 


The technical assistance fee is used to defray some of the costs to Wendy’s for training, start-up and transitional 
services related to new and existing franchisees acquiring company-owned restaurants and in the development and 
opening of new restaurants. In certain limited instances (such as the regranting of franchise rights for a previously 
closed restaurant, a reduced franchise agreement term, or other unique circumstances), Wendy’s may charge a reduced 
technical assistance fee or may waive the technical assistance fee. Wendy’s does not select or employ personnel on 


behalf of franchisees. 


Wendy’s also enters into development and/or relationship agreements with certain franchisees. The 
development agreement provides the franchisee with the right to develop a specified number of new Wendy’s 
restaurants using the Image Activation design within a stated, non-exclusive territory for a specified period, subject to 
the franchisee meeting interim new restaurant development requirements. The relationship agreement addresses other 
aspects of the franchisor-franchisee relationship, such as restrictions on operating competing restaurants, participation 
in brand initiatives such as the Image Activation program, employment of approved operators, confidentiality and 
restrictions on engaging in sale/leaseback or debt refinancing transactions without Wendy’s prior consent. 


Wendy’s Restaurants of Canada Inc. (““WROC”), a 100% owned subsidiary of Wendy’s, holds master franchise 
rights for Canada. The rights and obligations governing the majority of franchised restaurants operating in Canada are 
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set forth in a Single Unit Sub-Franchise Agreement. This document provides the franchisee the right to construct, 
own and operate a Wendy’s restaurant upon a site accepted by WROC and to use the Wendy’s system in connection 
with the operation of the restaurant at that site. The Single Unit Sub-Franchise Agreement provides for a 20-year 
term and a 10-year renewal subject to certain conditions. The sub-franchisee pays to WROC a monthly royalty of 4% 
of sales, as defined in the agreement, from the operation of the restaurant or C$1,000, whichever is greater. The 
agreement also typically requires that the franchisee pay WROC an initial technical assistance fee. The standard 
technical assistance fee is currently C$40,000 for each restaurant. 


In order to promote Image Activation new restaurant development, Wendy’s has an incentive program for 
franchisees that provides for reductions in royalty payments for the first three years of operation for qualifying new 
restaurants opened by December 31, 2016. Wendy’s also has incentive programs for franchisees that commence 
Image Activation restaurant remodels during 2016 and 2017. The remodel incentive programs provide reductions in 
royalty payments for one year or two years after the completion of construction depending upon the type of remodel. 
In 2015, Wendy’s added an additional incentive to the 2016 remodel program described above to include waiving the 
franchise agreement renewal fee for certain types of remodels. In addition, Wendy’s also had incentive programs that 
included reductions in royalty payments in 2015 and 2014 as well as cash incentives for franchisees’ participation in 
Wendy’s Image Activation program throughout 2014 and 2013. 


In addition to the Image Activation incentive programs described above, Wendy’s executed an agreement to 
partner with a third-party lender to establish a financing program for franchisees that participate in our Image 
Activation program. Under the program, the lender has agreed to provide loans to franchisees to be used for the 
reimaging of restaurants according to the guidelines and specifications under the Image Activation program. 


See “Management Discussion and Analysis—Liquidity and Capital Resources—Guarantees and Other 
Contingencies” in Item 7 herein, for further information regarding guarantee obligations. 


Franchised restaurants are required to be operated under uniform operating standards and specifications relating 
to the selection, quality and preparation of menu items, signage, decor, equipment, uniforms, suppliers, maintenance 
and cleanliness of premises and customer service. Wendy’s monitors franchisee operations and inspects restaurants 
periodically to ensure that required practices and procedures are being followed. 


See Note 7 and Note 21 of the Financial Statements and Supplementary Data included in Item 8 herein, and 
the information under “Management’s Discussion and Analysis” in Item 7 herein, for further information regarding 
reserves, commitments and contingencies involving franchisees. 


Advertising and Marketing 


In the United States and Canada, Wendy’s advertises nationally through national advertising funds on network 
and cable television programs, including nationally televised events. Locally in the United States and Canada, 
Wendy’s primarily advertises through regional network and cable television, radio and newspapers. Wendy's 
participates in two national advertising funds established to collect and administer funds contributed for use in 
advertising through television, radio, newspapers, the Internet and a variety of promotional campaigns, including the 
increasing use of social media. Separate national advertising funds are administered for Wendy’s United States and 
Canadian locations. Contributions to the national advertising funds are required to be made from both 
company-owned and franchised restaurants and are based on a percent of restaurant retail sales. In addition to the 
contributions to the national advertising funds, Wendy’s requires additional contributions to be made for both 
company-owned and franchised restaurants based on a percent of restaurant retail sales for the purpose of local and 
regional advertising programs. Required franchisee contributions to the national advertising funds and for local and 
regional advertising programs are governed by the Wendy’s Unit Franchise Agreement in the United States and by the 
Single Unit Sub-Franchise Agreement in Canada. Required contributions by company-owned restaurants for 
advertising and promotional programs are at the same percent of retail sales as franchised restaurants within the 
Wendy’s system. As of January 3, 2016, the contribution rate for United States restaurants was generally 3.5% of 
retail sales for national advertising and 0.5% of retail sales for local and regional advertising. The contribution rate for 
Canadian restaurants is generally 3% of retail sales for national advertising and 1% of retail sales for local and regional 
advertising, with the exception of Quebec, for which there is no national advertising contribution rate and the local 
and regional advertising contribution rate is 4.0% of retail sales. See Note 24 of the Financial Statements and 
Supplementary Data included in Item 8 herein, for further information regarding advertising. 


International Operations and Franchising 


As of January 3, 2016, Wendy’s had 403 franchised restaurants in 27 countries and territories other than the 
United States and Canada. Wendy’s intends to grow its international business aggressively, yet responsibly. Since the 
beginning of 2009, development agreements have been executed for Wendy’s locations to be opened in the following 
countries and territories: Argentina, Azerbaijan, Chile, Dominican Republic, the Eastern Caribbean, Ecuador, 
Georgia, Guatemala, India, Indonesia, Middle East, North Africa and Philippines. These development agreements 
include rights for 22 countries in which no Wendy’s restaurants were open as of January 3, 2016. In addition to new 
market expansion, further development within existing markets will continue to be an important component of 
Wendy’s international strategy over the coming years. Wendy’s has granted development rights in certain countries 
and territories listed under Item 2 of this Form 10-K. 


Franchisees who wish to operate Wendy’s restaurants outside the United States and Canada enter into 
agreements with Wendy’s that generally provide franchise rights for each restaurant for an initial term of 10 years or 
20 years, depending on the country, and typically include a 10-year renewal provision, subject to certain conditions. 
The agreements license the franchisee to use the Wendy’s trademarks and know-how in the operation of a Wendy’s 
restaurant at a specified location. Generally, the franchisee pays Wendy’s an initial technical assistance fee or other per 
restaurant fee and monthly fees based on a percentage of gross monthly sales of each restaurant. In certain foreign 
markets, Wendy’s may grant the franchisee exclusivity to develop a territory in exchange for the franchisee 
undertaking to develop a specified number of new Wendy’s restaurants in the territory based on a negotiated 
schedule. In these instances, the franchisee generally pays Wendy’s an upfront development fee, annual development 
fees or a per restaurant fee. In certain circumstances, Wendy’s may grant a franchisee the right to sub-franchise in a 
stated territory, subject to certain conditions. 


Wendy’s also continually evaluates non-franchise opportunities for development of Wendy’s restaurants in 
other international markets, including through joint ventures with third parties and opening company-owned 
restaurants. 


General 
Governmental Regulations 


Various state laws and the Federal Trade Commission regulate Wendy’s franchising activities. The Federal 
Trade Commission requires that franchisors make extensive disclosure to prospective franchisees before the execution 
of a franchise agreement. Several states require registration and disclosure in connection with franchise offers and sales 
and have “franchise relationship laws” that limit the ability of franchisors to terminate franchise agreements or to 
withhold consent to the renewal or transfer of these agreements. In addition, Wendy’s and its franchisees must 
comply with the federal Fair Labor Standards Act and similar state and local laws, the Americans with Disabilities Act 
(the “ADA”), which requires that all public accommodations and commercial facilities meet federal requirements 
related to access and use by disabled persons, and various state and local laws governing matters that include, for 
example, the handling, preparation and sale of food and beverages, the provision of nutritional information on menu 
boards, minimum wages, overtime and other working and safety conditions. Compliance with the ADA requirements 
could require removal of access barriers and non-compliance could result in imposition of fines by the United States 
government or an award of damages to private litigants. We do not believe that costs relating to compliance with the 
ADA will have a material adverse effect on the Company’s consolidated financial position or results of operations. We 
cannot predict the effect on our operations, particularly on our relationship with franchisees, of any pending or future 
legislation. 


Changes in government-mandated health care benefits under the Patient Protection and Affordable Care Act 
(“PPACA”) are anticipated to continue to increase our costs and the costs of our franchisees. Our compliance with the 
PPACA resulted in significant modifications to our benefits policies and practices. Because we experienced modest 
enrollment and participation in our health plans by newly full-time employees in 2015, the cost increases did not 
result in modifications to our business practices. However, future cost increases could be material and any future 
compliance-related modifications to our benefits policies and practices, or to our business practices, could be 
disruptive to our operations and impact our ability to attract and retain personnel. 


Legal and Environmental Matters 


The Company’s past and present operations are governed by federal, state and local environmental laws and 
regulations concerning the discharge, storage, handling and disposal of hazardous or toxic substances. These laws and 
regulations provide for significant fines, penalties and liabilities, sometimes without regard to whether the owner or 
operator of the property knew of, or was responsible for, the release or presence of the hazardous or toxic substances. 
In addition, third parties may make claims against owners or operators of properties for personal injuries and property 
damage associated with releases of hazardous or toxic substances. We cannot predict what environmental legislation or 
regulations will be enacted in the future or how existing or future laws or regulations will be administered or 
interpreted. We similarly cannot predict the amount of future expenditures that may be required to comply with any 
environmental laws or regulations or to satisfy any claims relating to environmental laws or regulations. We believe 
that our operations comply substantially with all applicable environmental laws and regulations. Accordingly, the 
environmental matters in which we are involved generally relate either to properties that our subsidiaries own, but on 
which they no longer have any operations, or properties that we or our subsidiaries have sold to third parties, but for 
which we or our subsidiaries remain liable or contingently liable for any related environmental costs. Our 
company-owned Wendy’s restaurants have not been the subject of any material environmental matters. Based on 
currently available information, including defenses available to us and/or our subsidiaries, and our current reserve 
levels, we do not believe that the ultimate outcome of the environmental matters in which we are involved will have a 
material adverse effect on our consolidated financial position or results of operations. 


The Company is involved in litigation and claims incidental to our current and prior businesses. We provide 
accruals for such litigation and claims when payment is probable and reasonably estimable. We believe we have 
adequate accruals for continuing operations for all of our legal and environmental matters. We cannot estimate the 
ageregate possible range of loss due to most proceedings being in preliminary stages, with various motions either yet 
to be submitted or pending, discovery yet to occur, and significant factual matters unresolved. In addition, most cases 
seek an indeterminate amount of damages and many involve multiple parties. Predicting the outcomes of settlement 
discussions or judicial or arbitral decisions is thus inherently difficult. Based on our currently available information, 
including legal defenses available to us, and given the aforementioned accruals and our insurance coverage, we do not 
believe that the outcome of these legal and environmental matters will have a material effect on our consolidated 
financial position or results of operations. 


Employees 


As of January 3, 2016, the Company had approximately 21,200 employees, including approximately 1,500 
salaried employees and approximately 19,700 hourly employees. We believe that our employee relations are 
satisfactory. 


Item 1A. Risk Factors. 


We wish to caution readers that in addition to the important factors described elsewhere in this Form 10-K, we 
have included below the most significant factors that have affected, or in the future could affect, our actual results and 
could cause our actual consolidated results during fiscal 2016, and beyond, to differ materially from those expressed in 
any forward-looking statements made by us or on our behalf. 


Our success depends in part upon the continued retention of certain key personnel. 


The Company announced on October 5, 2015 that President and Chief Executive Officer Emil Brolick 
planned to retire from management duties with the Company in May 2016. The Company also announced that 
Mr. Brolick was expected to be succeeded by current Executive Vice President, Chief Financial Officer and 
International Todd Penegor. On January 4, 2016, Mr. Penegor assumed the position of President of the Company. 


Mr. Brolick is expected to continue as Chief Executive Officer until the transition of Mr. Penegor’s duties as 
Chief Financial Officer has occurred, which is expected by May 2016. Mr. Brolick is also expected to continue to 
serve on the Board of Directors upon his retirement to ensure continuity of leadership and strategic focus for the 
Company. 


The Company is currently conducting an external search for a Chief Financial Officer to succeed Mr. Penegor. 
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As President, Mr. Penegor will maintain his current responsibilities for finance, restaurant development, 
information technology and international, and will assume responsibility for operations, which will continue to be led 
by Executive Vice President and Chief Operations Officer Robert D. Wright. 


We believe that over time our success has been dependent to a significant extent upon the efforts and abilities of 
our senior management team. The failure by us to retain members of our senior management team in the future could 
adversely affect our ability to build on the efforts we have undertaken to increase the efficiency and profitability of our 
business. 


Competition from other restaurant companies, or poor customer experience at Wendy's restaurants, could hurt 
our brand. 


The market segments in which company-owned and franchised Wendy’s restaurants compete are highly 
competitive with respect to, among other things, price, food quality and presentation, service, location, convenience, 
and the nature and condition of the restaurant facility. If customers have a poor experience at a Wendy’s restaurant, 
whether at a company-owned or franchised restaurant, we may experience a decrease in guest traffic. Further, 
Wendy’s restaurants compete with a variety of locally-owned restaurants, as well as competitive regional and national 
chains and franchises. Several of these chains compete by offering menu items that are targeted at certain consumer 
groups or dietary trends. Additionally, many of our competitors have introduced lower cost, value meal menu options. 
Our revenues and those of our franchisees may be hurt by this product and price competition. 


Moreover, new companies, including operators outside the quick-service restaurant industry, may enter our 
market areas and target our customer base. For example, additional competitive pressures for prepared food purchases 
have come from deli sections and in-store cafes of a number of major grocery store chains, as well as from convenience 
stores and casual dining outlets. Such competitors may have, among other things, lower operating costs, better 
locations, better facilities, better management, better products, more effective marketing and more efficient 
operations. Many of our competitors have substantially greater financial, marketing, personnel and other resources 
than we do, which may allow them to react to changes in pricing and marketing strategies in the quick-service 
restaurant industry better than we can. Many of our competitors spend significantly more on advertising and 
marketing than we do, which may give them a competitive advantage through higher levels of brand awareness among 
consumers. All such competition may adversely affect our revenues and profits by reducing revenues of 
company-owned restaurants and royalty revenue from franchised restaurants. 


Changes in consumer tastes and preferences, and in discretionary consumer spending, could result in a decline in 
sales at company-owned restaurants and in the royalties that we receive from franchisees. 


The quick-service restaurant industry is often affected by changes in consumer tastes, national, regional and 
local economic conditions, discretionary spending priorities, demographic trends, traffic patterns and the type, 
number and location of competing restaurants. Our success depends to a significant extent on discretionary consumer 
spending, which is influenced by general economic conditions and the availability of discretionary income. 
Accordingly, we may experience declines in sales during economic downturns. Any material decline in the amount of 
discretionary spending or a decline in consumer food-away-from-home spending could hurt our revenues, results of 
operations, business and financial condition. 


If company-owned and franchised restaurants are unable to adapt to changes in consumer preferences and 
trends, company-owned and franchised restaurants may lose customers and the resulting revenues from 
company-owned restaurants and the royalties that we receive from franchisees may decline. 


Disruptions in the national and global economies may adversely impact our revenues, results of operations, 
business and financial condition. 


Disruptions in the national and global economies could result in higher unemployment rates and declines in 
consumer confidence and spending. If such disruptions occur, they may result in significant declines in consumer 
food-away-from-home spending and customer traffic in our restaurants and those of our franchisees. There can be no 
assurance that government responses to the disruptions will restore consumer confidence. Ongoing disruptions in the 
national and global economies may adversely impact our revenues, results of operations, business and financial 
condition. 
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Changes in commodity costs (including beef, chicken and corn), supplies, fuel, utilities, distribution and other 
operating costs could harm results of operations. 


Our profitability depends in part on our ability to anticipate and react to changes in commodity costs 
(including beef, chicken and corn), supplies, fuel, utilities, distribution and other operating costs. Commodity cost 
pressures, and any increase in these costs, especially beef or chicken prices, could adversely affect future operating 
results. In addition, our business is susceptible to increases in these costs as a result of other factors beyond its control, 
such as weather conditions, global demand, food safety concerns, product recalls and government regulations. 
Further, prices for feed ingredients used to produce beef and chicken could be adversely affected by changes in global 
weather patterns, which are inherently unpredictable, and by federal ethanol policy. Increases in gasoline prices could 
result in the imposition of fuel surcharges by our distributors, which would increase our costs. Significant increases in 
gasoline prices could also result in a decrease in customer traffic at our restaurants, which could adversely affect our 
business. We cannot predict whether we will be able to anticipate and react to changing food costs by adjusting our 
purchasing practices and menu prices, and a failure to do so could adversely affect our operating results. In addition, 
we may not seek to or be able to pass along price increases to our customers. 


Shortages or interruptions in the supply or delivery of perishable food products could damage the Wendy’s brand 
reputation and adversely affect our sales and operating results. 


Wendy’s and its franchisees are dependent on frequent deliveries of perishable food products that meet brand 
specifications. Shortages or interruptions in the supply of perishable food products caused by unanticipated demand, 
problems in production or distribution, disease or food-borne illnesses, inclement weather or other conditions could 
adversely affect the availability, quality and cost of ingredients, which could lower our revenues, increase operating 
costs, damage brand reputation and otherwise harm our business and the businesses of our franchisees. 


Food safety events, including instances of food-borne illness (such as salmonella or E. Coli) involving Wendy’s or 
its supply chain, could create negative publicity and adversely affect sales and operating results. 


Food safety is a top priority, and we dedicate substantial resources to ensure that our customers enjoy safe, 
quality food products. However, food safety events, including instances of food-borne illness (such as salmonella or 
E. Coli), have occurred in the food industry in the past, and could occur in the future. 


Food safety events could adversely affect the price and availability of beef, poultry or other meats. As a result, 
Wendy’s restaurants could experience a significant increase in food costs if there are food safety events whether or not 
such events involve Wendy’s restaurants or restaurants of competitors. 


In addition, food safety events, whether or not involving Wendy’s, could result in negative publicity for 
Wendy’s or for the industry or market segments in which we operate. Increased use of social media could create 
and/or amplify the effects of negative publicity. This negative publicity, as well as any other negative publicity 
concerning types of food products Wendy’s serves, may reduce demand for Wendy’s food and could result in a 
decrease in guest traffic to our restaurants as consumers shift their preferences to our competitors or to other products 
or food types. A decrease in guest traffic to our restaurants as a result of these health concerns or negative publicity 
could result in a decline in sales and operating results at company-owned restaurants or in royalties from sales at 
franchised restaurants. 


Consumer concerns regarding the nutritional aspects of beef, poultry, french fries or other products we sell, 
concerns regarding the ingredients in our products and/or cooking processes used in our restaurants, or concerns 
regarding the effects of disease outbreaks, epidemics or pandemics could affect demand for our products. 


Consumer concerns regarding the nutritional aspects of beef, poultry, french fries or other products we sell, 
concerns regarding the ingredients in our products and/or cooking processes used in our restaurants, or concerns 
regarding the effects of disease outbreaks, epidemics or pandemics could result in less demand for our products and a 
decline in sales at company-owned restaurants and in royalties from sales at franchised restaurants. 


Increased use of social media could create and/or amplify the effects of negative publicity and adversely affect 
sales and operating results. 


Events reported in the media, including social media, whether or not accurate or involving Wendy’s, could 
create and/or amplify negative publicity for Wendy’s or for the industry or market segments in which we operate. 
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This could reduce demand for Wendy’s food and could result in a decrease in guest traffic to our restaurants as 
consumers shift their preferences to our competitors or to other products or food types. A decrease in guest traffic to 
our restaurants as a result of negative publicity from social media could result in a decline in sales and operating results 
at company-owned restaurants or in royalties from sales at franchised restaurants. 


Growth of our restaurant business is dependent on new restaurant openings, which may be affected by factors 
beyond our control. 


Our restaurant business derives earnings from sales at company-owned restaurants, franchise royalties received 
from franchised restaurants and franchise fees from franchise restaurant operators for each new unit opened. Growth 
in our restaurant revenues and earnings is dependent on new restaurant openings. Numerous factors beyond our 
control may affect restaurant openings. These factors include but are not limited to: 


* our ability to attract new franchisees; 

*¢ the availability of site locations for new restaurants; 

* the ability of potential restaurant owners to obtain financing; 

* the ability of restaurant owners to hire, train and retain qualified operating personnel; 

* construction and development costs of new restaurants, particularly in highly-competitive markets; 


* the ability of restaurant owners to secure required governmental approvals and permits in a timely manner, or 
at all; and 


¢ adverse weather conditions. 


Wendy’s franchisees could take actions that could harm our business. 


Wendy’s franchisees are contractually obligated to operate their restaurants in accordance with the standards set 
forth in agreements with them. Wendy’s also provides training and support to franchisees. However, franchisees are 
independent third parties that we do not control, and the franchisees own, operate and oversee the daily operations of 
their restaurants. Specifically, franchisees are solely responsible for developing and utilizing their own policies, 
procedures and documents, making their own hiring, firing and disciplinary decisions, scheduling hours and 
establishing wages, and managing their day-to-day employment processes and procedures, all of which is done 
independent of Wendy’s and in compliance with all applicable laws, rules or regulations. Further, franchisees have 
discretion as to the prices charged to customers. As a result, the ultimate success and quality of any franchise 
restaurant rests with the franchisee. If franchisees do not successfully operate restaurants in a manner consistent with 
required standards, then royalty payments to us could be adversely affected and the brand’s image and reputation 
could be harmed, both of which in turn could hurt our business and operating results. 


Our success depends on franchisees’ participation in brand strategies. 


Wendy’s franchisees are an integral part of our business. Wendy’s may be unable to successfully implement the 
strategies that it believes are necessary for further growth if franchisees do not participate in that implementation. Our 
business and operating results could be adversely affected if a significant number of franchisees do not participate in 
brand strategies. 


Our Image Activation program may not positively affect sales at company-owned and participating franchised 
restaurants or improve our results of operations. 


Throughout 2016, the Company expects Wendy’s and its franchisees to reimage approximately 430 existing 
company-owned and franchised restaurants and open approximately 110 new company-owned and franchised 
restaurants under its Image Activation program, with plans for significantly more new and reimaged Company and 
franchisee restaurants in 2017 and beyond. 


In order to promote Image Activation new restaurant development, Wendy’s has an incentive program for 
franchisees that provides for reductions in royalty payments for the first three years of operation for qualifying new 
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restaurants opened by December 31, 2016. Wendy’s also has incentive programs for franchisees that commence 
Image Activation restaurant remodels during 2016 and 2017. The remodel incentive programs provide reductions in 
royalty payments for one year or two years after the completion of construction depending upon the type of remodel. 
In 2015, Wendy’s added an additional incentive to the 2016 remodel program described above to include waiving the 
franchise agreement renewal fee for certain types of remodels. In addition, Wendy’s had incentive programs that 
included reductions in royalty payments in 2015 and 2014 as well as cash incentives for franchisees’ participation in 
Wendy’s Image Activation program throughout 2014 and 2013. These incentives will result in a reduction of 
royalties or other revenues received from franchisees during the periods covered. 


In addition to the Image Activation incentive programs described above, Wendy’s executed an agreement to 
partner with a third-party lender to establish a financing program for franchisees that participate in our Image 
Activation program. Under the program, the lender is providing loans to franchisees to be used for the reimaging of 
restaurants according to the guidelines and specifications under the Image Activation program. To support the 
program, Wendy’s has provided to the lender a $6.0 million irrevocable stand-by letter of credit. 


The Company’s Image Activation program may not positively affect sales at company-owned restaurants or 
improve results of operations. There can be no assurance that sales at participating franchised restaurants will achieve 
or maintain projected levels or that after giving effect to the incentives provided to franchisees the Company’s results 
of operations will improve. 


Further, it is possible that Wendy’s may provide other financial incentives to franchisees to participate in the 
Image Activation program. These incentives could also result in additional expense and/or a reduction of royalties or 
other revenues received from franchisees in the future. If Wendy’s provides additional incentives to franchisees related 
to financing of the Image Activation program, Wendy’s may incur costs related to loan guarantees, interest rate 
subsidies and/or costs related to collectability of loans. 


In addition, most of the Wendy’s system consists of franchised restaurants. Many of our franchisees will need to 
borrow funds in order to participate in the Image Activation program. Other than the incentive programs described 
above, Wendy’s generally does not provide franchisees with financing but it continues to develop third-party 
financing sources for franchisees. If our franchisees are unable to obtain financing at commercially reasonable rates, or 
not at all, they may be unwilling or unable to invest in the reimaging of their existing restaurants and our future 
growth and results of operations could be adversely affected. 


Our financial results are affected by the operating results of franchisees. 


As of January 3, 2016, approximately 90% of the Wendy’s system were franchise restaurants. We receive 
revenue in the form of royalties, which are generally based on a percentage of sales at franchised restaurants, rent and 
fees from franchisees. Accordingly, a substantial portion of our financial results is to a large extent dependent upon 
the operational and financial success of our franchisees. If sales trends or economic conditions worsen for franchisees, 
their financial results may worsen and our royalty, rent and other fee revenues may decline. In addition, accounts 
receivable and related allowance for doubtful accounts may increase. When company-owned restaurants are sold, one 
of our subsidiaries is often required to remain responsible for lease payments for these restaurants to the extent that 
the purchasing franchisees default on their leases. During periods of declining sales and profitability of franchisees, the 
incidence of franchisee defaults for these lease payments increases and we are then required to make those payments 
and seek recourse against the franchisee or agree to repayment terms. Additionally, if franchisees fail to renew their 
franchise agreements, or if we decide to restructure franchise agreements in order to induce franchisees to renew these 
agreements, then our royalty revenues may decrease. Further, we may decide from time to time to acquire restaurants 
from franchisees that experience significant financial hardship, which may reduce our cash and cash equivalents. 


The system optimization initiative involves risks that could adversely affect our business and financial results. 


In July 2013, the Company announced a system optimization initiative, as part of its brand transformation, 
which includes a shift from company-owned restaurants to franchised restaurants over time, through acquisitions and 
dispositions, as well as helping to facilitate franchisee-to-franchisee restaurant transfers. In February 2015, the 
Company announced plans to sell approximately 540 additional restaurants to franchisees and reduce its ongoing 
company-owned restaurant ownership to approximately 5% of the total system by the end of 2016. The Company 
expects to complete its plan to reduce its company-owned restaurant ownership to approximately 5% with the sale of 
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approximately 315 restaurants during 2016. There are a number of risks associated with the system optimization 
initiative, including the difficulty in predicting the ultimate costs associated with the sale of restaurants, employee 
termination costs, the timing of payments made and received, the results of negotiations with landlords, the impact of 
the sale of restaurants on ongoing operations, any tax impact from the sale of restaurants, and the future impact to the 
Company’s earnings, restaurant operating margin, cash flow and depreciation. If Wendy’s is unable to manage these 
risks effectively, our business and financial results could be adversely affected. 


Further, Wendy’s generally retains ownership or the leasehold interest to the real estate when it sells restaurants 
under the system optimization initiative and leases or subleases the real estate to franchisees. This increases the risks 
described above under the heading “Our financial results are affected by the operating results of franchisees.” 


Wendy’s may be unable to manage effectively the acquisition and disposition of restaurants, which could 
adversely affect our business and financial results. 


Wendy’s has from time to time acquired the interests of and sold Wendy’s restaurants to franchisees. Wendy’s 
will continue to evaluate strategic acquisitions of franchised restaurants and strategic dispositions of company-owned 
restaurants to existing and new franchisees. The success of these transactions is dependent upon the availability of 
sellers and buyers, the availability of financing, and the brand’s ability to negotiate transactions on terms deemed 
acceptable. In addition, the operations of restaurants that the brand acquires may not be integrated successfully, and 
the intended benefits of such transactions may not be realized. Acquisitions of franchised restaurants pose various risks 
to brand operations, including: 


* diversion of management’s attention to the integration of acquired restaurant operations; 
* increased operating expenses and the inability to achieve expected cost savings and operating efficiencies; 
* exposure to liabilities arising out of sellers’ prior operations of acquired restaurants; and 


* incurrence or assumption of debt to finance acquisitions or improvements and/or the assumption of 
long-term, non-cancelable leases. 


In addition, engaging in acquisitions and dispositions places increased demands on the brand’s operational and 
financial management resources and may require us to continue to expand these resources. If Wendy’s is unable to 
manage the acquisition and disposition of restaurants effectively, our business and financial results could be adversely 


affected. 


Current restaurant locations may become unattractive, and attractive new locations may not be available for a 
reasonable price, if at all. 


The success of any restaurant depends in substantial part on its location. There can be no assurance that our 
current restaurant locations will continue to be attractive as demographic patterns change. Neighborhood or 
economic conditions where our restaurants are located could decline in the future, thus resulting in potentially 
reduced sales in those locations. In addition, rising real estate prices in some areas may restrict our ability and the 
ability of franchisees to purchase or lease new desirable locations. If desirable locations cannot be obtained at 
reasonable prices, the brand’s ability to execute its growth strategies could be adversely affected. 


Wendy’s leasing and ownership of significant amounts of real estate exposes it to possible liabilities and losses, 
including liabilities associated with environmental matters. 


As of January 3, 2016, Wendy’s leased or owned the land and/or the building for 632 company-owned 
Wendy’s restaurants. Wendy’s also owned 340 and leased 720 properties that were either leased or subleased 
principally to franchisees as of January 3, 2016. Accordingly, we are subject to all of the risks associated with leasing 
and owning real estate. In particular, the value of our real property assets could decrease, and costs could increase, 
because of changes in the investment climate for real estate, demographic trends, supply or demand for the use of the 
restaurants, which may result from competition from similar restaurants in the area, and liability for environmental 
matters. 


Wendy’s is subject to federal, state and local environmental, health and safety laws and regulations concerning 
the discharge, storage, handling, release and disposal of hazardous or toxic substances. These environmental laws 
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provide for significant fines, penalties and liabilities, sometimes without regard to whether the owner, operator or 
occupant of the property knew of, or was responsible for, the release or presence of the hazardous or toxic substances. 
Third parties may also make claims against owners, operators or occupants of properties for personal injuries and 
property damage associated with releases of, or actual or alleged exposure to, such substances. A number of our 
restaurant sites were formerly gas stations or are adjacent to current or former gas stations, or were used for other 
commercial activities that can create environmental impacts. We may also acquire or lease these types of sites in the 
future. We have not conducted a comprehensive environmental review of all of our properties. We may not have 
identified all of the potential environmental liabilities at our leased and owned properties, and any such liabilities 
identified in the future could cause us to incur significant costs, including costs associated with litigation, fines or 
clean-up responsibilities. In addition, we cannot predict what environmental legislation or regulations will be enacted 
in the future or how existing or future laws or regulations will be administered or interpreted. We cannot predict the 
amount of future expenditures that may be required in order to comply with any environmental laws or regulations or 
to satisfy any such claims. See “Item 1. Business—General—Legal and Environmental Matters.” 


Wendy’s leases real property generally for initial terms of 15 to 20 years with one or more options to extend the 
term of the leases in consecutive five-year increments. Many leases provide that the landlord may increase the rent 
over the term of the lease and any renewals thereof. Most leases require us to pay all of the costs of insurance, taxes, 
maintenance and utilities. We generally cannot cancel these leases. If an existing or future restaurant is not profitable, 
and we decide to close it, we may nonetheless be committed to perform our obligations under the applicable lease 
including, among other things, paying the base rent for the balance of the lease term. In addition, as each lease 
expires, we may fail to negotiate additional renewals or renewal options, either on commercially acceptable terms or at 
all, which could cause us to close restaurants in desirable locations. 


Due to the concentration of Wendy’s restaurants in particular geographic regions, our business results could be 
impacted by the adverse economic conditions prevailing in those regions regardless of the state of the national 
economy as a whole. 


As of January 3, 2016, we and our franchisees operated Wendy’s restaurants in 50 states, the District of 
Columbia and 28 foreign countries and territories. As of January 3, 2016 and as detailed in “Item 2. Properties,” the 
8 leading states by number of operating units were: Florida, Ohio, Texas, Georgia, California, Michigan, 
Pennsylvania and North Carolina. This geographic concentration can cause economic conditions in particular areas of 
the country to have a disproportionate impact on our overall results of operations. It is possible that adverse economic 
conditions in states or regions that contain a high concentration of Wendy’s restaurants could have a material adverse 
impact on our results of operations in the future. 


Our operations are influenced by adverse weather conditions. 


Weather, which is unpredictable, can impact Wendy’s restaurant sales. Harsh weather conditions that keep 
customers from dining out result in lost opportunities for our restaurants. A heavy snowstorm in the Northeast or 
Midwest or a hurricane in the Southeast can shut down an entire metropolitan area, resulting in a reduction in sales in 
that area. Our first quarter includes winter months and historically has a lower level of sales at company-owned 
restaurants. Because a significant portion of our restaurant operating costs is fixed or semi-fixed in nature, the loss of 
sales during these periods hurts our operating margins, and can result in restaurant operating losses. For these reasons, 
a quarter-to-quarter comparison may not be a good indication of Wendy’s performance or how it may perform in the 
future. 


Our business could be hurt by increased labor costs or labor shortages. 


Labor is a primary component in the cost of operating our company-owned restaurants. We devote significant 
resources to recruiting and training its managers and hourly employees. Increased labor costs due to competition, 
increased minimum wage or employee benefits costs (including various federal, state and local actions to increase 
minimum wages and government-mandated health care benefits), unionization activity or other factors would 
adversely impact our cost of sales and operating expenses. In addition, Wendy’s success depends on its ability to 
attract, motivate and retain qualified employees, including restaurant managers and staff. If the brand is unable to do 
so, our results of operations could be adversely affected. 
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Complaints or litigation may hurt the Wendy’s brand. 


Wendy’s customers file complaints or lawsuits against us alleging that we are responsible for an illness or injury 
they suffered at or after a visit to a Wendy’s restaurant, or alleging that there was a problem with food quality or 
operations at a Wendy’s restaurant. We are also subject to a variety of other claims arising in the ordinary course of 
our business, including personal injury claims, contract claims, claims from franchisees (which tend to increase when 
franchisees experience declining sales and profitability) and claims alleging violations of federal and state law regarding 
workplace and employment matters, discrimination and similar matters, including class action lawsuits related to 
these matters. The Company has also been named as a defendant in the matter described in “Item 3. Legal 
Proceedings.” Regardless of whether any claims against us are valid or whether we are found to be liable, claims may 
be expensive to defend and may divert management’s attention away from operations and hurt our performance. We 
cannot estimate the aggregate possible range of loss due to most proceedings being in preliminary stages, with various 
motions either yet to be submitted or pending, discovery yet to occur, and significant factual matters unresolved. In 
addition, most cases seek an indeterminate amount of damages and many involve multiple parties. Predicting the 
outcomes of settlement discussions or judicial or arbitral decisions are thus inherently difficult. A judgment 
significantly in excess of our insurance coverage for any claims could materially adversely affect our financial condition 
or results of operations. Further, adverse publicity resulting from these claims may hurt us and our franchisees. 


Additionally, the restaurant industry has been subject to a number of claims that the menus and actions of 
restaurant chains have contributed to the obesity of certain of their customers. Adverse publicity resulting from these 
allegations may harm the reputation of our restaurants, even if the allegations are not directed against our restaurants 
or are not valid, and even if we are not found liable or the concerns relate only to a single restaurant or a limited 
number of restaurants. Moreover, complaints, litigation or adverse publicity experienced by one or more of Wendy’s 
franchisees could also hurt our business as a whole. 


We may not be able to adequately protect our intellectual property, which could harm the value of the Wendy’s 
brand and hurt our business. 


Our intellectual property is material to the conduct of our business. We rely on a combination of trademarks, 
copyrights, service marks, trade secrets and similar intellectual property rights to protect our brand and other 
intellectual property. The success of our business strategy depends, in part, on our continued ability to use our 
existing trademarks and service marks in order to increase brand awareness and further develop our branded products 
in both existing and new markets. If our efforts to protect our intellectual property are not adequate, or if any third 
party misappropriates or infringes on our intellectual property, either in print or on the Internet, the value of our 
brand may be harmed, which could have a material adverse effect on our business, including the failure of our brand 
to achieve and maintain market acceptance. This could harm our image, brand or competitive position and, if we 
commence litigation to enforce our rights, cause us to incur significant legal fees. 


We franchise our brand to various franchisees. While we try to ensure that the quality of our brand is 
maintained by all of our franchisees, we cannot assure that these franchisees will not take actions that hurt the value of 
our intellectual property or the reputation of the Wendy’s restaurant system. 


We have registered certain trademarks and have other trademark registrations pending in the United States and 
certain foreign jurisdictions. The trademarks that we currently use have not been registered in all of the countries 
outside of the United States in which we do business or may do business in the future and may never be registered in 
all of these countries. We cannot assure that all of the steps we have taken to protect our intellectual property in the 
United States and foreign countries will be adequate. The laws of some foreign countries do not protect intellectual 
property rights to the same extent as the laws of the United States. 


In addition, we cannot assure that third parties will not claim infringement by us in the future. Any such claim, 
whether or not it has merit, could be time-consuming, result in costly litigation, cause delays in introducing new 
menu items, require costly modifications to advertising and promotional materials or require us to enter into royalty 
or licensing agreements. As a result, any such claim could harm our business and cause a decline in our results of 
operations and financial condition. 


Our current insurance may not provide adequate levels of coverage against claims that may be filed. 


We currently maintain insurance we believe is adequate for businesses of our size and type. However, there are 
types of losses we may incur that cannot be insured against or that we believe are not economically reasonable to 
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insure, such as losses due to natural disasters or acts of terrorism. In addition, we currently self-insure a significant 
portion of expected losses under workers compensation, general liability and property insurance programs. 
Unanticipated changes in the actuarial assumptions and management estimates underlying our reserves for these losses 
could result in materially different amounts of expense under these programs, which could harm our business and 
adversely affect our results of operations and financial condition. 


Changes in legal or regulatory requirements, including franchising laws, payment card industry rules, overtime 
rules, minimum wage rates, government-mandated health care benefits, tax legislation, federal ethanol policy 
and accounting standards, may adversely affect our ability to open new restaurants or otherwise hurt our 
existing and future operations and results. 


Each Wendy’s restaurant is subject to licensing and regulation by health, sanitation, safety and other agencies in 
the state and/or municipality in which the restaurant is located, as well as to Federal laws, rules and regulations and 
requirements of non-governmental entities such as payment card industry rules. State and local government 
authorities may enact laws, rules or regulations that impact restaurant operations and the cost of conducting those 
operations. There can be no assurance that we and/or our franchisees will not experience material difficulties or 
failures in obtaining the necessary licenses or approvals for new restaurants, which could delay the opening of such 
restaurants in the future. In addition, more stringent and varied requirements of local governmental bodies with 
respect to tax, zoning, land use and environmental factors could delay or prevent development of new restaurants in 
particular locations. 


Federal laws, rules and regulations address many aspects of our business, such as franchising, federal ethanol 
policy, minimum wages and taxes. We and our franchisees are also subject to the Fair Labor Standards Act, which 
governs such matters as minimum wages, overtime and other working conditions, along with the ADA, family leave 
mandates and a variety of other laws enacted by the states that govern these and other employment law matters. 
Changes in laws, rules, regulations and governmental policies, including the joint employer standard, could increase 
our costs and adversely affect our existing and future operations and results. 


Changes in government-mandated health care benefits under the Patient Protection and Affordable Care Act 
(“PPACA”) are anticipated to continue to increase our costs and the costs of our franchisees. Our compliance with the 
PPACA resulted in significant modifications to our benefits policies and practices. Because we experienced modest 
enrollment and participation in our health plans by newly full-time employees in 2015, the cost increases did not 
result in modifications to our business practices. However, future cost increases could be material and any future 
compliance-related modifications to our benefits policies and practices, or to our business practices, could be 
disruptive to our operations and impact our ability to attract and retain personnel. 


Changes in accounting standards, or in the interpretation of existing standards, applicable to us could also affect 
our future results. 


We do not exercise ultimate control over purchasing for our restaurant system, which could harm sales or 


profitability and the brand. 


Although we ensure that all suppliers to the Wendy’s system meet quality control standards, Wendy’s 
franchisees control the purchasing of food, proprietary paper, equipment and other operating supplies from such 
suppliers through the purchasing co-op controlled by Wendy’s franchisees, QSCC. QSCC negotiates national 
contracts for such food, equipment and supplies. We are entitled to appoint two representatives (of the total of 11) on 
the board of directors of QSCC and participates in QSCC through its company-owned restaurants, but we do not 
control the decisions and activities of QSCC except to ensure that all suppliers satisfy our quality control standards. If 
QSCC does not properly estimate the product needs of the Wendy’s system, makes poor purchasing decisions, or 
decides to cease its operations, system sales and operating costs could be adversely affected and our results of 
operations and financial condition or the financial condition of Wendy’s franchisees could be hurt. 


Our international operations are subject to various factors of uncertainty and there is no assurance that 
international operations will be profitable. 


In addition to many of the risk factors described throughout this Item 1A, Wendy’s business outside of the 
United States is subject to a number of additional factors, including international economic and political conditions, 
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risk of corruption and violations of the United States Foreign Corrupt Practices Act or similar laws of other countries, 
differing cultures and consumer preferences, the inability to adapt to international customer preferences, inadequate 
brand infrastructure within foreign countries to support our international activities, inability to obtain adequate 
supplies meeting our quality standards and product specifications or interruptions in obtaining such supplies, 
restrictions on our ability to move cash out of certain foreign countries, currency regulations and fluctuations, diverse 
government regulations and tax systems, uncertain or differing interpretations of rights and obligations in connection 
with international franchise agreements and the collection of royalties from international franchisees, the availability 
and cost of land, construction costs, other legal, financial or regulatory impediments to the development and/or 
operation of new restaurants, and the availability of experienced management, appropriate franchisees, and joint 
venture partners. Although we believe we have developed the support structure required for international growth, 
there is no assurance that such growth will occur or that international operations will be profitable. 


To the extent we invest in international company-operated restaurants or joint ventures, we would also have the 
risk of operating losses related to those restaurants, which would adversely affect our results of operations and financial 
condition. 


We are heavily dependent on computer systems and information technology and any material failure, 
interruption or security breach of our computer systems or technology could impair our ability to efficiently 
operate our business. 


We are significantly dependent upon our computer systems and information technology to properly conduct 
our business, including point-of-sale processing in our restaurants, management of our supply chain, collection of 
cash, payment of obligations and various other processes and procedures. Our ability to efficiently manage our 
business depends significantly on the reliability and capacity of these systems and information technology. The failure 
of these systems and information technology to operate effectively, an interruption, problems with maintenance, 
upgrading or transitioning to replacement systems, fraudulent manipulation of sales reporting from our franchised 
restaurants resulting in loss of sales and royalty payments, or a breach in security of these systems could be harmful 
and cause delays in customer service, result in the loss of data and reduce efficiency or cause delays in operations. 
Significant capital investments might be required to remediate any problems. Any security breach involving our or our 
franchisees’ point-of-sale or other systems could result in a loss of consumer confidence and potential costs associated 
with fraud. Also, despite our considerable efforts and technological resources to secure our computer systems and 
information technology, security breaches, such as unauthorized access and computer viruses, may occur, resulting in 
system disruptions, shutdowns or unauthorized disclosure of confidential information. A security breach of our 
computer systems or information technology could require us to notify customers, employees or other groups, result 
in adverse publicity, loss of sales and profits, and incur penalties or other costs that could adversely affect the 
operation of our business and results of operations. 


As part of our marketing efforts, we rely on search engine marketing and social media platforms to attract and 
retain customers. These efforts may not be successful, and pose a variety of other risks, including the improper 
disclosure of proprietary information, negative comments about the Wendy’s brand, exposure of personally 
identifiable information, fraud or out of date information. The inappropriate use of social media vehicles by 
franchisees, customers, or employees could increase our costs, lead to litigation or result in negative publicity that 
could damage our reputation. The occurrence of any such developments could have an adverse effect on business 
results. 


The occurrence of cyber incidents, or a deficiency in cybersecurity, could negatively impact our business by 
causing a disruption to our operations, a compromise or corruption of confidential information, and/or damage 
to our employee and business relationships, all of which could subject us to loss and harm the Wendy's brand. 


A cyber incident is considered to be any adverse event that threatens the confidentiality, integrity or availability 
of information resources. More specifically, a cyber incident is an intentional attack or an unintentional event that can 
include gaining unauthorized access to systems to disrupt operations, corrupt data or steal confidential information 
about customers, franchisees, vendors and employees. A number of retailers and other companies have recently 
experienced serious cyber incidents and breaches of their information technology systems. The Company is also 
investigating unusual credit card activity at some Wendy’s restaurants, as further described below. As the Company’s 
reliance on technology has increased, so have the risks posed to its systems, both internal and those it has outsourced. 
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The three primary risks that could directly result from the occurrence of a cyber incident include operational 
interruption, damage to the relationship with customers, franchisees and employees and private data exposure. In 
addition to maintaining insurance coverage to address cyber incidents, the Company has also implemented processes, 
procedures and controls to help mitigate these risks. However, these measures, as well as its increased awareness of a 
risk of a cyber incident, do not guarantee that the Company’s reputation and financial results will not be adversely 
affected by such an incident. 


Because the Company and its franchisees accept electronic forms of payment from their customers, the 
Company’s business requires the collection and retention of customer data, including credit and debit card numbers 
and other personally identifiable information in various information systems that the Company and its franchisees 
maintain and in those maintained by third parties with whom the Company and its franchisees contract to provide 
credit card processing. The Company also maintains important internal Company data, such as personally identifiable 
information about its employees and franchisees and information relating to its operations. The Company’s use of 
personally identifiable information is regulated by foreign, federal and state laws, as well as by certain third-party 
agreements. As privacy and information security laws and regulations change, the Company may incur additional 
costs to ensure that it remains in compliance with those laws and regulations. If the Company’s security and 
information systems are compromised or if its employees or franchisees fail to comply with these laws, regulations, or 
contract terms, and this information is obtained by unauthorized persons or used inappropriately, it could adversely 
affect the Company’s reputation and could disrupt its operations and result in costly litigation, judgments, or 
penalties resulting from violation of federal and state laws and payment card industry regulations. A cyber incident 
could also require the Company to notify customers, employees or other groups, result in adverse publicity, loss of 
sales and profits, increase fees payable to third parties, and incur penalties or remediation and other costs that could 
adversely affect the operation of the Company’s business and results of operations. 


As reported in the news media in late January, the Company has engaged cybersecurity experts to conduct a 
comprehensive investigation into unusual credit card activity at some Wendy’s restaurants. Out of the locations 
investigated to date, some have been found by the cybersecurity experts to have malware on a certain system. The 
investigation is ongoing and the Company is continuing to work closely with cybersecurity experts and law 
enforcement officials. 


We may be required to recognize additional asset impairment and other asset-related charges. 


We have significant amounts of long-lived assets, goodwill and intangible assets and have incurred impairment 
charges in the past with respect to those assets. In accordance with applicable accounting standards, we test for 
impairment generally annually, or more frequently, if there are indicators of impairment, such as: 


* significant adverse changes in the business climate; 


* current period operating or cash flow losses combined with a history of operating or cash flow losses or a 
projection or forecast that demonstrates continuing losses associated with long-lived assets; 


* a current expectation that more-likely-than-not (i.e., a likelihood that is more than 50%) long-lived assets 
will be sold or otherwise disposed of significantly before the end of their previously estimated useful life; and 


* a significant drop in our stock price. 


Based upon future economic and capital market conditions, as well as the operating performance of our 
reporting units, future impairment charges could be incurred. Further, as a result of the system optimization initiative, 
the Company has recorded losses on remeasuring long-lived assets to fair value upon determination that the assets will 
be leased and/or subleased to franchisees in connection with the sale or anticipated sale of restaurants, and may incur 
further losses as the Company continues to sell restaurants under the system optimization initiative. 


The Company and certain of its subsidiaries are subject to various restrictions, and substantially all of the assets 
of certain subsidiaries are security, under the terms of a securitization transaction that was completed on 
June 1, 2015. 


On June 1, 2015, Wendy’s Funding, LLC (“Wendy’s Funding” or the “Master Issuer”), a limited-purpose, 
bankruptcy-remote, wholly-owned indirect subsidiary of The Wendy’s Company, entered into a base indenture and a 
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related supplemental indenture (collectively, the “Indenture”) under which the Master Issuer may issue multiple series 
of notes. On the same date, the Master Issuer issued Series 2015-1 3.371% Fixed Rate Senior Secured Notes, 
Class A-2-I (the “Class A-2-I Notes”) with an initial principal amount of $875.0 million, Series 2015-1 4.080% Fixed 
Rate Senior Secured Notes, Class A-2-II (the “Class A-2-II Notes”) with an initial principal amount of $900.0 million 
and the Series 2015-1 4.497% Fixed Rate Senior Secured Notes, Class A-2-IH, (the “Class A-2-III Notes”) with an 
initial principal amount of $500.0 million (collectively, the “Series 2015-1 Class A-2 Notes”). In addition, the Master 
Issuer entered into a revolving financing facility of Series 2015-1 Variable Funding Senior Secured Notes, Class A-1 
(the “Series 2015-1 Class A-1 Notes” and, together with the Series 2015-1 Class A-2 Notes, the “Series 2015-1 Senior 
Notes”), which allow for the drawing of up to $150.0 million under the Series 2015-1 Class A-1 Notes, which 
include certain credit instruments, including a letter of credit facility. The Series 2015-1 Class A-1 Notes were issued 
under the Indenture and allow for drawings on a revolving basis. 


The Series 2015-1 Senior Notes were issued in a securitization transaction pursuant to which certain of the 
Company’s domestic and foreign revenue-generating assets, consisting principally of franchise-related agreements, real 
estate assets, and intellectual property and license agreements for the use of intellectual property, were contributed or 
otherwise transferred to the Master Issuer and certain other limited-purpose, bankruptcy remote, wholly-owned 
indirect subsidiaries of the Company that act as guarantors (the “Guarantors”) of the Series 2015-1 Senior Notes and 
that have pledged substantially all of their assets, excluding certain real estate assets and subject to certain limitations, 
to secure the Series 2015-1 Senior Notes. 


The Series 2015-1 Senior Notes are subject to a series of covenants and restrictions customary for transactions 
of this type, including (i) that the Master Issuer maintains specified reserve accounts to be used to make required 
payments in respect of the Series 2015-1 Senior Notes, (ii) provisions relating to optional and mandatory 
prepayments and the related payment of specified amounts, including specified make-whole payments in the case of 
the Series 2015-1 Class A-2 Notes under certain circumstances, (iii) certain indemnification payments in the event, 
among other things, the assets pledged as collateral for the Series 2015-1 Senior Notes are in stated ways defective or 
ineffective and (iv) covenants relating to recordkeeping, access to information and similar matters. The Series 2015-1 
Senior Notes are also subject to customary rapid amortization events provided for in the Indenture, including events 
tied to failure to maintain stated debt service coverage ratios, the sum of global gross sales for specified restaurants 
being below certain levels on certain measurement dates, certain manager termination events, an event of default, and 
the failure to repay or refinance the Series 2015-1 Class A-2 Notes on the applicable scheduled maturity date. The 
Series 2015-1 Senior Notes are also subject to certain customary events of default, including events relating to 
non-payment of required interest, principal, or other amounts due on or with respect to the Series 2015-1 Senior 
Notes, failure to comply with covenants within certain time frames, certain bankruptcy events, breaches of specified 
representations and warranties, failure of security interests to be effective, and certain judgments. 


In the event that a rapid amortization event occurs under the Indenture (including, without limitation, upon an 
event of default under the Indenture or the failure to repay the securitized debt at the end of the applicable term), the 
funds available to the Company would be reduced or eliminated, which would in turn reduce our ability to operate or 
grow our business. If the Company’s subsidiaries are not able to generate sufficient cash flow to service their debt 
obligations, they may need to refinance or restructure debt, sell assets, reduce or delay capital investments, or seek to 
raise additional capital. If the Company’s subsidiaries are unable to implement one or more of these alternatives, they 
may not be able to meet debt payment and other obligations. 


The Company has a significant amount of debt outstanding. Such indebtedness, along with the other 
contractual commitments of its subsidiaries, could adversely affect our business, financial condition and results 
of operations, as well as the ability of certain of our subsidiaries to meet debt payment obligations. 


The Company has approximately $2.4 billion of outstanding debt, including debt issued in the securitization 
transaction on June 1, 2015. Additionally, a subsidiary of the Company has issued the Series 2015-1 Class A-1 Notes, 
which will allow the subsidiary to borrow amounts from time to time on a revolving basis, up to an aggregate 
principal amount of $150.0 million. 


This level of debt could have significant consequences on the Company’s future operations, including: 


¢ making it more difficult to meet payment and other obligations under outstanding debt; 
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¢ resulting in an event of default if the Company’s subsidiaries fail to comply with the financial and other 
restrictive covenants contained in debt agreements, which event of default could result in all of the 
Company’s subsidiaries’ debt becoming immediately due and payable; 


* reducing the availability of the Company’s cash flow to fund working capital, capital expenditures, 
acquisitions and other general corporate purposes, and limiting the Company’s ability to obtain additional 
financing for these purposes; 


¢ subjecting the Company to the risk of increased sensitivity to interest rate increases on indebtedness with 
variable interest rates; 


¢ limiting the Company’s flexibility in planning for, or reacting to, and increasing its vulnerability to, changes 
in the Company’s business, the industry in which it operates and the general economy; and 


¢ placing the Company at a competitive disadvantage compared to its competitors that are less leveraged. 


In addition, certain of the Company’s subsidiaries also have significant contractual requirements for the 
purchase of soft drinks. If consumer preferences change and the Company’s customers purchase fewer soft drinks than 
expected or estimated, such contractual commitments may adversely affect the financial condition of the Company. 
The Company has also provided loan guarantees to various lenders on behalf of franchisees entering into debt 
arrangements for new restaurant development and equipment financing, and two guarantees to lenders for 
franchisees, in connection with the refinancing of a franchisee’s debt and the sale of restaurants to a franchisee. 
Certain subsidiaries also guarantee or are contingently liable for certain leases of their respective franchisees for which 
they have been indemnified. In addition, certain subsidiaries also guarantee or are contingently liable for certain leases 
of their respective franchisees for which they have not been indemnified. The Company has also provided an 
irrevocable stand-by letter of credit to a lender to support a financing program for franchisees that participate in the 
Company’s Image Activation Program. These commitments could have an adverse effect on the Company’s liquidity 
and the ability of its subsidiaries to meet payment obligations. 


The ability to meet payment and other obligations under the debt instruments of the Company’s subsidiaries 
depends on their ability to generate significant cash flow in the future. This, to some extent, is subject to general 
economic, financial, competitive, legislative and regulatory factors, as well as other factors that are beyond the 
Company’s control. There can be no assurance that the Company’s business will generate cash flow from operations, 
or that future borrowings will be available to it under existing or any future credit facilities or otherwise, in an amount 
sufficient to enable its subsidiaries to meet their debt payment obligations and to fund other liquidity needs. If the 
Company’s subsidiaries are not able to generate sufficient cash flow to service their debt obligations, they may need to 
refinance or restructure debt, sell assets, reduce or delay capital investments, or seek to raise additional capital. If the 
Company’s subsidiaries are unable to implement one or more of these alternatives, they may not be able to meet debt 
payment and other obligations. 


In addition, the Company may incur additional indebtedness in the future. If new debt or other liabilities are 
added to the Company’s current consolidated debt levels, the related risks that it now faces could intensify. 


The securitization transaction documents impose certain restrictions on the activities of the Company and its 
subsidiaries. 


The Indenture and the management agreement entered into between a subsidiary of the Company and the 
Indenture trustee (the “Management Agreement”) contain various covenants that limit the Company’s and its 
subsidiaries’ ability to engage in specified types of transactions. For example, the Indenture and the Management 
Agreement contain covenants that, among other things, restrict, subject to certain exceptions, the ability of certain 
subsidiaries to: 


* incur or guarantee additional indebtedness; 
¢ sell certain assets; 
* create or incur liens on certain assets to secure indebtedness; or 


* consolidate, merge, sell or otherwise dispose of all or substantially all of their assets. 
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As a result of these restrictions, the Company may not have adequate resources or flexibility to continue to 
manage the business and provide for growth of the Wendy’s system, including product development and marketing 
for the Wendy’s brand, which could have a material adverse effect on the Company’s future growth prospects, 
financial condition, results of operations and liquidity. 


To service debt and meet its other cash needs, Wendy’s will require a significant amount of cash, which may not 
be generated or available to it. 


The ability of Wendy’s to make payments on, repay or refinance its debt, including debt issued in the 
securitization transaction on June 1, 2015 and any additional debt, and to fund planned capital expenditures, 
dividends and other cash needs will depend largely upon its future operating performance. Future performance, to a 
certain extent, is subject to general economic, financial, competitive, legislative, regulatory and other factors that are 
beyond our control. In addition, the ability of Wendy’s to borrow funds in the future to make payments on its debt 
will depend on the satisfaction of the covenants in its credit facilities and other debt agreements, including those for 
the debt issued in the securitization transaction on June 1, 2015 and other agreements it may enter into in the future. 
Specifically, Wendy’s will need to maintain specified financial ratios and satisfy financial condition tests. There is no 
assurance that the Wendy’s business will generate sufficient cash flow from operations or that future borrowings will 
be available under its credit facilities or from other sources in an amount sufficient to enable it to pay its debt or to 
fund its or the Company’s dividend and other liquidity needs. 


There can be no assurance regarding whether or to what extent the Company will pay dividends on its Common 
Stock in the future. 


Holders of the Company’s Common Stock will only be entitled to receive such dividends as its Board of 
Directors may declare out of funds legally available for such payments. Any dividends will be made at the discretion of 
the Board of Directors and will depend on the Company’s earnings, financial condition, cash requirements and such 
other factors as the Board of Directors may deem relevant from time to time. 


Because the Company is a holding company, its ability to declare and pay dividends is dependent upon cash, 
cash equivalents and short-term investments on hand and cash flows from its subsidiaries. The ability of its 
subsidiaries to pay cash dividends and/or make loans or advances to the holding company will be dependent upon 
their respective abilities to achieve sufficient cash flows after satisfying their respective cash requirements, including 
subsidiary-level debt service and revolving credit agreements, to enable the payment of such dividends or the making 
of such loans or advances. The ability of any of its subsidiaries to pay cash dividends or other payments to the 
Company will also be limited by restrictions in debt instruments currently existing or subsequently entered into by 
such subsidiaries, which is described earlier in this Item 1A. 


A substantial amount of the Company s Common Stock is concentrated in the hands of certain stockholders. 


Nelson Peltz, the Company’s Chairman and former Chief Executive Officer, Peter May, the Company’s 
Vice Chairman and former President and Chief Operating Officer, and Edward Garden, who resigned as a director of 
the Company on December 14, 2015, beneficially own shares of the Company’s outstanding Common Stock that 
collectively constitute more than 20% of its total voting power as of February 29, 2016. Messrs. Peltz, May and 
Garden may, from time to time, acquire beneficial ownership of additional shares of Common Stock. 


On December 1, 2011, the Company entered into an agreement (the “Trian Agreement”) with Messrs. Peltz, 
May and Garden, and several of their affiliates (the “Covered Persons”). Pursuant to the Trian Agreement, the 
Board of Directors, including a majority of the independent directors, approved, for purposes of Section 203 of the 
Delaware General Corporation Law (“Section 203”), the Covered Persons becoming the owners (as defined in 
Section 203(c)(9) of the DGCL) of or acquiring an aggregate of up to (and including), but not more than, 32.5% 
(subject to certain adjustments set forth in the Agreement) of the outstanding shares of the Company’s Common 
Stock, such that no such persons would be subject to the restrictions set forth in Section 203 solely as a result of such 
ownership (such approval, the “Section 203 Approval”). 


The Trian Agreement (other than the provisions relating to the Section 203 Approval and certain miscellaneous 
provisions that survive the termination of the agreement) terminated pursuant to the termination provisions of the 
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Trian Agreement after funds affiliated with the Covered Persons sold 16.2 million shares of the Company’s Common 
Stock on January 15, 2014, thereby decreasing the Covered Persons’ beneficial ownership to less than 25% of the 
outstanding voting power of the Company as of that date. The Covered Persons sold an additional 2.0 million shares 
of the Company’s Common Stock on February 25, 2014. On July 17, 2015, the Company repurchased 18.4 million 
shares of the Company’s Common Stock from the Covered Persons. The terminated provisions of the Trian 
Agreement included provisions restricting the Covered Persons in the following areas: (i) beneficial ownership of 
Company voting securities; (ii) solicitation of proxies or submission of a proposal for the vote of stockholders under 
certain circumstances; (iii) certain affiliate transactions with the Company; and (iv) voting of certain Company voting 
securities. 


This concentration of ownership gives Messrs. Peltz, May and Garden significant influence over the outcome of 
actions requiring stockholder approval, including the election of directors and the approval of mergers, consolidations 
and the sale of all or substantially all of the Company’s assets. They are also in a position to have significant influence 
to prevent or cause a change in control of the Company. If in the future Messrs. Peltz, May and Garden were to 
acquire more than a majority of the Company’s outstanding voting power, they would be able to determine the 
outcome of the election of members of the Board of Directors and the outcome of corporate actions requiring 
majority stockholder approval, including mergers, consolidations and the sale of all or substantially all of the 
Company’s assets. They would also be in a position to prevent or cause a change in control of the Company. 


The Company’s certificate of incorporation contains certain anti-takeover provisions and permits our Board of 
Directors to issue preferred stock without stockholder approval and limits its ability to raise capital from 
affiliates. 


Certain provisions in the Company’s certificate of incorporation are intended to discourage or delay a hostile 
takeover of control of the Company. The Company’s certificate of incorporation authorizes the issuance of shares of 
“blank check” preferred stock, which will have such designations, rights and preferences as may be determined from 
time to time by the Board of Directors. Accordingly, the Board of Directors is empowered, without stockholder 
approval, to issue preferred stock with dividend, liquidation, conversion, voting or other rights that could adversely 
affect the voting power and other rights of the holders of its common stock. The preferred stock could be used to 
discourage, delay or prevent a change in control of the Company that is determined by the Board of Directors to be 
undesirable. Although the Company has no present intention to issue any shares of preferred stock, it cannot assure 
that it will not do so in the future. 


The Company’s certificate of incorporation prohibits the issuance of preferred stock to affiliates, unless offered 
ratably to the holders of the Company’s Common Stock, subject to an exception in the event that the Company is in 
financial distress and the issuance is approved by its audit committee. This prohibition limits the ability to raise 
capital from affiliates. 


Item 1B. Unresolved Staff Comments. 


None. 
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Item 2. Properties. 


We believe that our properties, taken as a whole, are generally well maintained and are adequate for our current 
and foreseeable business needs. 


The following table contains information about our principal office facilities as of January 3, 2016: 


APPROXIMATE 
SQ. FT. OF 
ACTIVE FACILITIES FACILITIES-LOCATION LAND TITLE FLOOR SPACE 
Corporate Headquarters ............ Dublin, Ohio Owned 324,025* 
Wendy’s Restaurants of Canada Inc. .. Burlington, Ontario, Canada Leased 8,917 


QSCC, the independent Wendy’s purchasing cooperative in which Wendy’s has non-controlling representation 
on the board of directors, leases 14,333 square feet of this space from Wendy’s. 


At January 3, 2016, Wendy’s and its franchisees operated 6,479 Wendy’s restaurants. Of the 632 
company-owned Wendy’s restaurants, Wendy’s owned the land and building for 327 restaurants, owned the building 
and held long-term land leases for 214 restaurants and held leases covering land and building for 91 restaurants. 
Wendy’s land and building leases are generally written for terms of 15 to 20 years with one or more five-year renewal 
options. In certain lease agreements, Wendy’s has the option to purchase the real estate. Certain leases require the 
payment of additional rent equal to a percentage, generally less than 6%, of annual sales in excess of specified 
amounts. As of January 3, 2016, Wendy’s also owned 340 and leased 720 properties that were either leased or 
subleased principally to franchisees. Surplus land and buildings are generally held for sale and are not material to our 
financial condition or results of operations. 
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The location of company-owned and franchised restaurants as of January 3, 2016 is set forth below. 


Wendy’s 

State Company — Franchise 
Aa at a tees fenced ese Gad a day'b ge OD aa te tact la Ponce ted Scie ands a arde ace Bla dea aatvn aon — 99 
Pasay eh tie ea tr ae ee eae nn oa Bee eae SAA ee ae ee ee ee ae aoe eis — vA 
PAPIZON A. sa) be betes athe hs acc we dase tute OS Sea Saree ded wd eae — 94 
PATA SASS sone raids cht desea asters ap ic ok A etd Adda ee Fed beth deccy en no eed d aeaniegiaeedd — 64 
Cali FOPIN a yi ccesccuteFatactnan' lah antts eta eswed’ bite od Si, a ale athea eu adawe lf al bade ote, dy actalindaecd, asd deee and acd elena she — 258 
Colorado i:-s25ss. oii hs gee aera oaten de aise beens leat dada nt dro aid bee 47 78 
(COMMECHCMbs. seiko 6a io Poa Ras ood ts eA eM Ae od aa os — 48 
WS) AW AS tcisccn arse heya aketataeteaiteeiteace 8 ta de tetas tees ae lteleneced ads Marc ece intone aces aadetieseet aes rdy dovaentpane toes — 15 
PO riday is goat inde wo otnerend, dane ete ech Dark bh hea be eeeltath bo ER Soy eee Dade eRe 142 352 
GeOreld. nec isma sare ance enme te wad ead HDL SEG Ee pene eee US Dar pardta 37 241 
Pl aWalli og ese Sb des ia Ne die eee Siew adsl eeed s etd Gate bbwia wee eG ee ia ed eas — 7 
PA ADO: seein cdinesdicasie Gedo tonne atts died ack 1 qestatets eedh aril Ceatdab te alvbud: dita d een debaeads Ghee adenine vale — 28 
MiG O1S% i acetesiccctenk rs pacat i dys ta tectenst flys testes sntsuetotta meantieastse perien shied ig feanels veceasnedeua eau amedatsncsinenteeee ys iedsnctcon iets 90 101 
PMGiaM a: ibd dee ejod ts taeda cred acd atigee dex wb eal ay benedednd erie teed Ghee daid- aoe Bad cree anid Berean 5 174 
POWs. 325, areara catia ass teuecosteanseeten ara dy aee aoa te athe lad as vas damn SPtoleatrs, besaranere meas’ os anaes peed eoeear ens — 41 
TAT SAS: sors eases 8 ea eae eA eetemcn aoe rare crete sees ne ae cee eee fetes ah — 67 
TGA CICK se ancctscer dh cs needa cetcitie ava ce aratd antennae 0G aod do dupcenitto adecn, Gaww dee caver ah es Giave’e Silanes — 141 
TG Uist 1s yashsc ince, Sods cay aut toes cayee 2h. ole area“ tace ota ieiatevayptesee soe dv teleann gate toate catieeanah tons ivaaspscadtcaue,aptetse extensions 81 44 
Maine: 235i dct Ph har ae eee Shak dd SR eA ee ee eee — 17 
Mary lati dl, se ssee-sa Ses care ase toee anes o-ane iy dca ere Reena Goa ty leoare wage -aca dese Roce WONG eRe BEN ad — 109 
Massachusetts... 0... ce ccc ec eee eee ne nee ene eee e eee eee ee nenes 44 49 
Michigaitso.c4.o000s (baad teh ede d teens Ooi dtd eaten aww de tn ws Sa aMialnals — 258 
IMIS S OA fe. ets ee nee ws oe steven ee oe are ee ed olen Shae Acts ag as ot eee ne le rate — 64 
MUSSiSSip pl, dic3.4. dls edb sient on Baa a OE Se a tas Odi oe — 94 
IMSS OEE e-eca cece es des acce star gti anede sevtdrong Aes duane eenkcaaueiaoa. aphitaacdraate attach Ane, Sd, ac aren bunconasere on sane — 96 
DAGMAR NA rayctceecct Soe Saas) ene! P2 tata nasser es ub adeeei at pmaeate alan tesa Mate nace- case) acteaberecicastect) dient elnendeeticaseaats — 14 
Neb tas leat nc astiewia ecard vic avtia- ates dens ananendsedodda dd Macho ancnhete deine death ooh th cia seaweed — 31 
evades tye ce eta ccsnerene  eeretea ges Ale oe pc tet a nh cacheeh eens tg ae aa ata = 44 
New Hanipshiifés: :.4¢ 2004 bi 4 0eSea bbe d foe sere iad Sed ee eee ese oeaed _ 25 
New Jersey ij.ccnunciwaesnen othawi tide aed ted te dated dotted Uae daneeaneee 9 129 
New Mexico .. 0... ccc ee nee een tence eee nee een eee n een e eee — 40 
LS (exc iah 2.0) cme asm nD Sie NY Png RO TCM EE STE Geter ES OO Pe 60 152 
North: Carolinas 6 tt a6 cond Merit oi oak aa ee oR Se See eth Meh Pe ea hn an Aa ee 37 211 
North Dakota. <essctoctbs vacate aca apis ikea ia tate veda veo tot aaharas & lade cada inns dB es aca ddes andebodceracdnagihceaakt ad he — 9 
ORIG i eh arose ts te tees eats oat ata oh dynes he ce eden io ee ee aeons 32 378 
OllahOiiaiss re cateco ee se oh eee Bak oh ee eet heated eae fone ae hee eae — 35 
OTE RON 9s Sorts ik aiodece Vad Pacatk nein Si andar d earned Soeee usa ct annette adders ed egies Biers — 37 
Pennsylvania’ {48.408 hea MAN eat Ral dae aa hb oe Mea testes aa Rhee kak eee — 256 
1B oye foal C3 E50 Vs Eee me PCD aon vr: ee 7 11 
South: Carolita y wo iciosodtncricind. dtnrd-ered-eiew edd Daark behead dealt bode doy eee Daan bees — 126 
South DakOta sae aja et nausea ees ead ot ee Mesh eldth ad ata heed eee cae eae ie mated — 9 
PEMMESSEC ods eed andes Seo Niobe deen Wh eRe deni oe ode ee bbe w eated Uo iS ae kas — 183 
GKAS so sehtonsece ellos ia w-oihiaitha atte Wideave Wl and dete dod diate di antteddua Gand ows dda Hadas Waa eels 2 372 
MG esa Fb saan eg pae a acs pay ade tee Fiecssc ta catesn as ee uct sateoserseccteee ay a tentets ave donna cite aoe ae chactt sasgegenicoes,ateesaseeeaee see — 85 
VeetMmOnt aa bebo de ete atti di eed Seas Gu Rote geal, bed aed deter ie sedek qed} = 4 
VAT SMI, asec ese. p39 wry eos nkinee anes geen Seg duane. lied Gang Sia hy pale erelnee Se Mn de ae ww Rly Saar ee ates 39 178 
Washington: ss.:/0ei-detlece3p aia asap hat ees bh dne eis-gldace ace ate nbitla esos A Wa Giwletiadaueendeuna eae aes — 73 
West Vitginia’..03.¢4¢S lade doked aed Dia inde oe eae — 68 
WISCONSIN heise se ccessee ts det at caus ie dave “site e rac dree se pantesseee auende Gadel abe alietansndonctaeasecesicaayaiauie’ ae aieter — 57 
Wyoming scio0bdigtacs bow bncaes Mbnte eeeey eho ods Dhbded god ees ees wow nS — 14 
Districtof Colima decectie oe as heed bad OS ee eee koh dk heed bea cee aaa een eae — 3 

Domesticsulbtotall -snsse- > escgsasks atabeny ceadk od ere ens eed cag sher a epeadek tak a oat aparece repent 632 5,090 
CT aOR ee a On Pm RES nO PAE EPS na OT — 354 

North America: subtotal ico..22-i0c cue acre idn dade daied aot ded dedeaatehleaadaaesee 632 5,444 
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Wendy’s 


Country/Territory Company _ Franchise 
ATCCNUNA 3 isd bth oie deka toed oo-eS deed bbe Sees Rode eet oew nS — 4 
PATA Behe aetna te hace daar eet ree Mid aed eoice eaters ee ape — 4 
Bahamas 2... 0... cc cee ce een eee e ete nee ene e nee e een teneeeaeanas — 12 
Ui ieee nsec ee cee Sear ces ap tees eden aad sea es ested regan eae ates — 1 
CURACAO sph sate ho heres 3 sk ee nd SEH Bi decc th Fo Aas Bee Ek al DT ae ego a Aetep cae te Ren bce a wae eee — 1 
Dominican Republic: sie hceny.a 2G igus qulscetcsaehnaed plardee Auw ai olde engce cele’ a w ataeeedeecteo adie pa alelels — 10 
Ect OF ai siosicnn dated dn dentte doe tad teaeage dad Oc wh nied bobednited ie dae handy aetd don Wachee ariel waeeaeG — 2 
PES ALVA OR occ iets on ay cea tae sens ted acd outa ah aaa hee ted detuned eet estpinee mlaiaete ekaasits — 17 
GOOLE. fb iledersis dea died a4 SUG antes aaa Ss Gets See hash Sh wetter ten esd d eBay — 9 
Grand Caymaant Islandsis.03:54 00. Airave dant aus SeaaWeaiarca tea Meee ae New a — 2 
OS aad ana Sac secedgte seats utetcaame capes te, dels tee a suneiote teaatarhyete de easndelinentn s wauntoatedccadat suai lies paneat aaseaneeene-etiew tas — 4 
Greate malay xen ds Sainte dievancetitndl a teueer aed dele woad epi Re athrava dod dea edie bee rath adda oye, oeeedacra dees — 14 
AGM GU Ras afte aia toe een ee ane eae aad on ee ean eed oe re a ade a eee nea otto _ 23 
WVU asc fee ece ore, Ges ose Se oe tee esters eek tenets eee eae eet oe aa pees enue eaten aes — 4 
PRG OMES1A: wintct Gel wra Senne as deaeede Band ave edad Rad edd bn De dee GR ara ea ereidna cath — 42 
WAIANAE gu cecsechesadeateene se caseeause aefavits steve tale tor to tceatonarettectbenvatlens 1p dee aacacala hs ain apecitoasgndctee-aua edi aeereateiess — 6 
JAPaIn yis8s 0 bas dtnbk gebhed recited Sata aiia Gearon SSeorn g. eraradehs, edd SoG Gade A gearhead Sen esd — 3 
Malaysia -s.:.sae-s-ecus vlasvereasar ince anal, toigoata’ gies duanae lend sana a aa secede lacey gh ics Sidra aeaciuan@iaaaloiesenecd — 9 
AC (oto See mea me omg PI a PPO A PSST On eT CPE —= 24 
New Zealand: «.c-cshs:cetedadniitic aes dpereald wid evedononadd odd ated eaniso ea ade erie Sade diane — 22 
WPA hea Asse besa Set spose ay aie. se cet elys aes eoleucce tanta tek deep et a ds oleae tale sass aadetacahdoncivasdeoee tea, aieetsen atest — 6 
PHIUipPiNes nite cosy Cobia weed aye toad Len obhe deigad bed eo ee wed ad — 45 
i EtO RIGO" «8 oe Os recente ee S58 atans ood Sratee Bea & erate oienrs Bueenees Adele bey edie aaehimnanele — 78 
‘Peunidad anid! LOBag6 ie: 9-3 secsua-d-sstin eisai, w aiaeguil baa enemougeaiese-dse.grabaeelaa Sy 9dae toe o) ata Abies — 8 
United Arab Emirates 2c.chitcavaian aeed.ad duraveevcetaneld ob dase died din dS adn de vayendle 4 baie ean — 17 
NV efezile late gets os eee ne He san ees ae eG anes eel Oe bah aes Adee oe wt ae ae oe eee — 34 
US. Virgin Islands: 3.y.2.4 do2ati whee etek ee ohh Ghia ded swedad — 2 
International stibtotall 2c 4.0.¢.0084-0.2. 28 deuce ob. 4 at da didedaciede dana dom ated eo atic daann Oni dow — 403 
Geramid total, 2 eiee ct ccs ho 8 oy seg ee ele de or gadet 2 eee tae ena 632 5,847 


Item 3. Legal Proceedings. 


We are involved in litigation and claims incidental to our current and prior businesses. We provide accruals for 
such litigation and claims when payment is probable and reasonably estimable. The Company believes it has adequate 
accruals for continuing operations for all of its legal and environmental matters. We cannot estimate the aggregate 
possible range of loss due to most proceedings being in preliminary stages, with various motions either yet to be 
submitted or pending, discovery yet to occur, and significant factual matters unresolved. In addition, most cases seek 
an indeterminate amount of damages and many involve multiple parties. Predicting the outcomes of settlement 
discussions or judicial or arbitral decisions is thus inherently difficult. Based on our currently available information, 
including legal defenses available to us, and given the aforementioned accruals and our insurance coverage, we do not 
believe that the outcome of these legal and environmental matters will have a material effect on our consolidated 
financial position or results of operations. 


The Company was named as a defendant in a civil complaint that was filed in the U.S. District Court for the 
Middle District of Florida on February 8, 2016 by plaintiff Jonathan Torres. The complaint asserts claims of breach 
of implied contract, negligence and violations of the Florida Unfair and Deceptive Trade Practices Act arising from 
the Company’s alleged failure to safeguard customer credit card information and the alleged failure to provide notice 
that credit card information had been compromised. The complaint seeks certification of a putative nationwide class 
of consumers impacted by the alleged failures. The plaintiff seeks monetary damages, injunctive and equitable relief, 
attorneys’ fees, and costs. The Company believes it has meritorious defenses to the action and intends to vigorously 
oppose the claims asserted in the complaint. 


Item 4. Mine Safety Disclosures. 
Not applicable. 
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PART II 


Item 5. Market for Registrant’s Common Equity, Related Stockholder Matters and Issuer Purchases of Equity 
Securities. 


The Company’s common stock is traded on the NASDAQ Global Select Market (“NASDAQ”) under the 
symbol “WEN.” The high and low market prices for The Wendy’s Company common stock are set forth below: 


Market Price 
Fiscal Quarters Common Stock 
High Low 

2015 

First’ Quarter ended March 29 x seo2.5 pad sere dado ead GG ata ee eRe eS $11.39 $ 8.96 
Second Quarter ended June 28 0... 6... cece ete e nee e eens 11.58 10.12 
Third Quarter ended Septembét 27° .ccc odes degen nede sa bu Pedteds ie eee cee 11.28 8.90 
Fourth Quarter ended January 3... 1... cece ee eens 10.90 8.54 
2014 

First Quarter ended March 30 «2.1... cee cee eect teen eens $10.19 $ 8.40 
Second Quarter eétided June 29: .ooc00k cna war eka dae hea e dw ake eee dee aes 9.18 8.07 
Third Quarter ended September 28 1.0.0... cece ccc ee 8.65 7.88 
Fourth Quarter ended December 28 2.0... 0. ccc ete eens 8.99 7.61 


The Wendy’s Company common stock is entitled to one vote per share on all matters on which stockholders 
are entitled to vote. The Wendy’s Company has no class of equity securities currently issued and outstanding except 
for its common stock. However, it is currently authorized to issue up to 100 million shares of preferred stock. 


For the first three quarters of the 2014 fiscal year, The Wendy’s Company paid quarterly cash dividends of 
$0.05 per share of common stock. For the fourth quarter of the 2014 fiscal year and first three quarters of the 2015 
fiscal year, The Wendy’s Company paid quarterly cash dividends of $0.055 per share of common stock. For the 
fourth quarter of the 2015 fiscal year, The Wendy’s Company paid a quarterly cash dividend of $0.06 per share of 


common stock. 


During the first quarter of 2016, The Wendy’s Company declared a dividend of $0.06 per share to be paid on 
March 15, 2016 to shareholders of record as of March 1, 2016. Although The Wendy’s Company currently intends 
to continue to declare and pay quarterly cash dividends, there can be no assurance that any additional quarterly cash 
dividends will be declared or paid or the amount or timing of such dividends, if any. Any future dividends will be 
made at the discretion of our Board of Directors and will be based on such factors as The Wendy’s Company’s 
earnings, financial condition, cash requirements and other factors. 


As of February 24, 2016, there were approximately 29,162 holders of record of The Wendy's Company 


common stock. 
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The following table provides information with respect to repurchases of shares of our common stock by us and 
our “affiliated purchasers” (as defined in Rule 10b-18(a)(3) under the Exchange Act) during the fourth fiscal quarter 
of 2015: 


Issuer Repurchases of Equity Securities 


Total Number of Approximate Dollar 
Shares Purchased Value of Shares 
as Part of that May Yet Be 
Total Number of Average Price Publicly Announced Purchased Under 
Period Shares Purchased (1) Paid per Share Plan the Plan (2) 
September 28, 2015 
through 
November 1, 2015 48,124 $8.81 — $400,114,109 
November 2, 2015 
through 
November 29, 2015 333,398 $10.21 262,348 $397,396,439 
November 30, 2015 
through 
January 3, 2016 1,908,311 $10.68 1,803,217 $378,155,544 
Total 2,289,833 $10.57 2,065,565 $378,155,544 


(1) Includes 224,268 shares reacquired by The Wendy’s Company from holders of share-based awards to satisfy 
certain requirements associated with the vesting or exercise of the respective award. The shares were valued at the 
average of the high and low trading prices of our common stock on the vesting or exercise date of such awards. 


(2) In June 2015, our Board of Directors authorized the repurchase of up to $1,400.0 million of our common stock 
through January 1, 2017, when and if market conditions warrant and to the extent legally permissible. 


Subsequent to January 3, 2016 through February 24, 2016, the Company repurchased 2.5 million shares with 
an aggregate purchase price of $24.8 million, excluding commissions. 
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Item 6. Selected Financial Data. 


The following selected financial data has been derived from our consolidated financial statements. The data set 
forth below should be read in conjunction with “Management’s Discussion and Analysis of Financial Condition and 


Results of Operations” and our consolidated financial statements and notes thereto. 


SAL eS (AY. se cis sicsertss dann Mantas pace e edhe toons vivleutednds a ueeeaaeeyase 


Franchise revenues (4) ........00 ccc ee ce eeeee 
REVENUES gai. or ened Hewat Rte Gee aes 


Cost of sales (4) 2... cece eee eee 
System optimization gains, net (5) ............ 
Reorganization and realignment costs (6) ....... 
Impairment of long-lived assets (7) ............ 
Impairment of goodwill (8) .............0000. 
Operating profit ......... 0. eee eee eee eee 
Loss on early extinguishment of debt (9) ........ 
Investment income, net (10) ..............0.. 
Income from continuing operations ........... 


Net income (loss) from discontinued 


opéfations: (11) cs. e side ead ger de eet es 


Net loss (income) attributable to noncontrolling 


interests (12) 0... . 0... cc eee cece eee eens 


Net income attributable to 


The Wendy’s Company .............000. 


Basic income (loss) per share attributable to 
The Wendy’s Company: 


Continuing operations ...............0. 
Discontinued operations ................ 
Net income .......... ccc cece cess eens 


Diluted income (loss) per share attributable to 
The Wendy’s Company: 


Continuing operations ...............0. 
Discontinued operations ................ 
Netincomes..5 66.2 cst eo ack oh eA eee eels 
Dividends per share 1.2.0... eee ee eee 
Weighted average diluted shares outstanding .... 


Working capital ..... 0... eee eee 
PrOPGLUles:: ics itesteesdeanaceuh Qubethaes eto. 9 cosnealae 
Total assets(13) wad dedasddaan dei d Suid ots 
Long-term debt, including current portion (13) ... 


Stockholders’ equity 1... 0.0... eee eee eee 


Year Ended (1) (2) (3) 


January 3, December 28, December 29, December 30, January 1, 
2016 2014 2013 2012 2012 
‘Gn millions, except per share amounts) 
$1,438.8  $1,608.5 $2,102.9 $2,129.3 $2,050.1 

431.5 390.0 320.8 306.0 303.8 
1,870.3 1,998.5 2,423.7 2,435.3 2,353.9 
1,184.1 1,355.1 1,780.9 1,832.2 1,763.3 

(74.0) (91.5) (51.3) — — 

21.9 31.9 37.0 41.0 45.7 

25.0 19.6 36.4 2 lel 12.9 

— — 9.4 — — 

274.5 242.6 139.3 110.3 120.8 

(7.3) — (28.6) (75.1) a 

52.2 1.2 23.6 36.3 0.5 

140.0 116.4 47.5 1.2 7.8 

21.1 5.0 (2.9) 8.3 2.1 

— — 0.9 (2.4) — 

$ 161.1 $ 1214 $ 455 $ 71 $ 99 

$ 438 $ 31 $ 12 $$ — $ 02 

.07 01 (.01) .02 01 

$ 50 $ 33 $ 12 %$ 02 $ 02 

$ 438 $ 31 $ 12 $$ — $ 02 

.06 01 (.01) .02 01 

$ 4D §$ 32 $ 1 $ 02 $ .02 

$ 225 $ 205 $ 18 $ 10 = $ 08 

328.7 376.2 398.7 392.1 407.2 
January 3, December 28, December 29, December 30, January 1, 
201 2014 (2) 2013 (2) 2012 (2) 2012 (2) 

~~ (In millions) 

$ 347.8 $ 221.9 $ 572.9 $ 423.0 $ 398.7 

1,227.9 1,241.2 1,133.2 1,216.0 1,154.9 

4,108.7 4,137.6 4,352.3 4,286.3 4,262.7 

2,426.1 1,438.2 1,451.0 1,440.7 1,330.6 
$ 752.9  $1,717.6 $1,929.5 $1,985.9  $1,996.1 


(1) The Wendy’s Company reports on a fiscal year consisting of 52 or 53 weeks ending on the Sunday closest to 
December 31. Except for the 2015 fiscal year which contained 53 weeks, each of The Wendy’s Company’s fiscal 
years presented above contained 52 weeks. All references to years relate to fiscal years rather than calendar years. 
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(2) On May 31, 2015, Wendy’s completed the sale of 100% of its membership interest in The New Bakery 
Company, LLC and its subsidiaries (collectively, the “Bakery”). The Bakery’s operating results for all periods 
presented through its May 31, 2015 date of sale are classified as discontinued operations. The Bakery’s assets and 
liabilities for all periods presented prior to January 3, 2016 have been classified as discontinued operations. 


(3) On July 4, 2011, Wendy’s Restaurants completed the sale of 100% of the common stock of its then 
wholly-owned subsidiary, Arby’s Restaurant Group, Inc. (“Arby’s”). Arby’s operating results for all periods 
presented through its July 4, 2011 date of sale are classified as discontinued operations. 


(4) The decline in sales and cost of sales and the related increase in franchise revenues in 2015, 2014 and 2013 is 
primarily a result of the sale of Wendy’s company-owned restaurants to franchisees under our system 
optimization initiative which began in 2013. See Management’s Discussion and Analysis of Financial Condition 
and Results of Operations contained in Item 7 herein for further discussion. 


(5) System optimization gains, net includes all gains and losses recognized on dispositions of restaurants and other 
assets in connection with Wendy’s system optimization initiative. See Note 3 of the Financial Statements and 
Supplementary Data contained in Item 8 herein for further discussion. 


(6) Reorganization and realignment costs include the impact of (1) costs related to Wendy’s system optimization 
initiative, (2) Wendy’s G&A realignment plan, (3) the relocation of the Company’s Atlanta restaurant support 
center to Ohio, (4) the discontinuation of the breakfast daypart at certain restaurants and (5) the sale of Arby’s. 
See Note 5 of the Financial Statements and Supplementary Data contained in Item 8 herein for further 
discussion. 


(7) Impairment of long-lived assets primarily includes impairment charges on (1) restaurant-level assets resulting 
from the Company’s decision to lease and/or sublease properties to franchisees in connection with the sale or 
anticipated sale of company-owned restaurants, (2) restaurant-level assets resulting from the deterioration in 
operating performance of certain restaurants, additional charges for capital improvements in restaurants impaired 
in prior years which did not subsequently recover and the closure of company-owned restaurants and 
(3) company-owned aircraft to reflect at fair value. See Note 17 of the Financial Statements and Supplementary 
Data contained in Item 8 herein for further discussion. 


(8) Impairment of goodwill in 2013 represents impairment of our international franchise restaurants goodwill 
reporting unit. See Note 10 of the Financial Statements and Supplementary Data contained in Item 8 herein for 
further discussion. 


(9) Loss on early extinguishment of debt primarily relates to refinancings, redemptions and repayments of long-term 
debt. See Note 12 of the Financial Statements and Supplementary Data contained in Item 8 herein for further 
discussion. 


(10) Investment income, net includes the effect of dividends received from our investment in Arby’s during 2015, 
2013 and 2012 and the gain on the sale of our investment in Jurlique during 2012. See Note 18 of the Financial 
Statements and Supplementary Data contained in Item 8 herein for further discussion. 


(11) Net income (loss) from discontinued operations relates to the sale of the Bakery in all periods presented and the 
sale of Arby’s in 2013, 2012 and 2011 and includes post-closing adjustments. See Note 2 of the Financial 
Statements and Supplementary Data contained in Item 8 herein for further discussion. 


(12) Net loss (income) attributable to noncontrolling interests includes the impact of the consolidation of the 
Japan JV in 2013 and the sale of our investment in Jurlique in 2012 and is excluded from net income 
attributable to The Wendy's Company. See Note 8 of the Financial Statements and Supplementary Data 
contained in Item 8 herein for further discussion. 


(13) During the second quarter of 2015, the Company early adopted an amendment requiring debt issuance costs to 
be presented in the balance sheet as a direct reduction of the related debt liability rather than as an asset. The 
adoption of this guidance resulted in the reclassification of debt issuance costs from “Total assets” to “Long-term 
debt, including current portion” for all periods presented prior to January 3, 2016. 
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Item 7. Management’s Discussion and Analysis of Financial Condition and Results of Operations. 
Introduction 


This “Management’s Discussion and Analysis of Financial Condition and Results of Operations” of 
The Wendy’s Company (“The Wendy’s Company” and, together with its subsidiaries, the “Company,” “we,” “us,” or 
“our”) should be read in conjunction with the consolidated financial statements and the related notes that appear 
elsewhere within this report. Certain statements we make under this Item 7 constitute “forward-looking statements” 
under the Private Securities Litigation Reform Act of 1995. See “Special Note Regarding Forward-Looking 
Statements and Projections” in “Part I” preceding “Item 1—Business.” You should consider our forward-looking 
statements in light of the risks discussed under the heading “Risk Factors” in Item 1A above, as well as our 
consolidated financial statements, related notes and other financial information appearing elsewhere in this report and 
our other filings with the Securities and Exchange Commission. 


The Wendy's Company is the parent company of its 100% owned subsidiary holding company, 
Wendy’s Restaurants, LLC (“Wendy’s Restaurants”). The principal 100% owned subsidiary of Wendy’s Restaurants 
is Wendy’s International, LLC and its subsidiaries (““Wendy’s”). Wendy’s franchises and operates company-owned 
Wendy’s® quick-service restaurants specializing in hamburger sandwiches throughout North America (defined as the 
United States of America (the “U.S.”) and Canada). Wendy’s also has franchised restaurants in 27 foreign countries 
and U.S. territories. 


The Company manages and internally reports its business geographically. The operation and franchising of 
Wendy’s restaurants in North America comprises virtually all of our current operations and represents a single 
reportable segment. The revenues and operating results of Wendy’s restaurants outside of North America are not 
material. The results of operations discussed below may not necessarily be indicative of future results. 


The Company’s fiscal reporting periods consist of 52 or 53 weeks ending on the Sunday closest to 
December 31 and are referred to herein as (1) “the year ended January 3, 2016” or “2015,” which consisted of 
53 weeks (2) “the year ended December 28, 2014” or “2014,” and (3) “the year ended December 29, 2013” or 
“2013,” both of which consisted of 52 weeks. All references to years and quarters relate to fiscal periods rather than 
calendar periods. 


Executive Overview 
Sale of the Bakery 


On May 31, 2015, Wendy’s completed the sale of 100% of its membership interest in The New Bakery 
Company, LLC and its subsidiaries (collectively, the “Bakery”) to East Balt US, LLC (the “Buyer”) for $78.5 million 
in cash (subject to customary purchase price adjustments). The Company recorded a pre-tax gain on the disposal of 
the Bakery of $25.5 million during 2015, which included transaction closing costs and a reduction of goodwill. The 
Company recognized income tax expense associated with the gain on disposal of $14.9 million during 2015, which 
included the impact of the disposal of non-deductible goodwill. In conjunction with the Bakery sale, Wendy’s entered 
into a transition services agreement with the Buyer, pursuant to which Wendy’s will provide certain continuing 
corporate and shared services to the Buyer through March 31, 2016 for no additional consideration. 


Sale of Arby’s 


On July 4, 2011, Wendy’s Restaurants completed the sale of 100% of the common stock of its then 
wholly-owned subsidiary, Arby’s Restaurant Group, Inc. (“Arby’s”) to ARG IH Corporation (“ARG”), a 
wholly-owned subsidiary of ARG Holding Corporation (“ARG Parent”), for $130.0 million in cash (subject to 
customary purchase price adjustments) and 18.5% of the common stock of ARG Parent (through which Wendy’s 
Restaurants indirectly retained an 18.5% interest in Arby’s) with a fair value of $19.0 million. We received a 
$54.9 million dividend from our investment in Arby’s in 2015, which was recognized in “Investment income, net.” 
During 2013, we received a $40.1 million dividend from our investment in Arby’s, of which $21.1 million was 
recognized in “Investment income, net” with the remainder recorded as a reduction to the carrying value of our 
investment in Arby’s. 
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Our Continuing Business 


As of January 3, 2016, the Wendy’s restaurant system was comprised of 6,479 restaurants, of which 632 were 
owned and operated by the Company. All of our company-owned restaurants are located in the U.S. as a result of the 
Company completing its initiative during the second quarter of 2015 to sell all company-owned restaurants in 
Canada to franchisees. 


Wendy’s operating results are impacted by a number of external factors, including unemployment, general 
economic trends, intense price competition, commodity costs and weather. Increased commodity costs negatively 
affected our cost of food during 2014 and 2013. 


Wendy’s long-term growth opportunities will be driven by a combination of brand relevance and economic 
relevance. Key components of growth include (1) North America systemwide same-restaurant sales growth through 
continuing core menu improvement, product innovation and customer count growth, (2) investing in our Image 
Activation program, which includes innovative exterior and interior restaurant designs for our new and reimaged 
restaurants and focused execution of operational excellence, (3) growth in new restaurants, including global growth, 
(4) increased restaurant utilization in various dayparts and brand access utilizing mobile technology, (5) building 
shareholder value through financial management strategies and (6) our system optimization initiative. Economic 
relevance includes building shareholder value through financial management strategies and our restaurant ownership 
optimization program which includes our system optimization initiative. 


Wendy’s revenues for 2015 include: (1) $1,438.8 million of sales at company-owned restaurants and 
(2) $322.6 million of royalty revenue, $87.0 million of rental income and $21.9 million of franchise fees from 
franchisees. In 2015, substantially all of our Wendy’s royalty agreements provided for royalties of 4.0% of franchise 
revenues. 


Key Business Measures 


We track our results of operations and manage our business using the following key business measures, which 
include non-GAAP financial measures: 


¢ Same-Restaurant Sales 


We report Wendy’s same-restaurant sales commencing after new restaurants have been open for at least 
15 continuous months and after remodeled restaurants have been reopened for three continuous months. 
This methodology is consistent with the metric used by our management for internal reporting and 
analysis. The table summarizing the results of operations below provides the same-restaurant sales percent 
changes. Same-restaurant sales exclude the impact of currency translation. 


¢ Restaurant Margin 


We define restaurant margin as sales from company-owned restaurants less cost of sales divided by sales 
from company-owned restaurants. Cost of sales includes food and paper, restaurant labor and occupancy, 
advertising and other operating costs. Restaurant margin is influenced by factors such as restaurant 
openings and closures, price increases, the effectiveness of our advertising and marketing initiatives, 
featured products, product mix, the level of our fixed and semi-variable costs and fluctuations in food and 
labor costs. 


* Systemwide Sales 


Systemwide sales is a non-GAAP financial measure, which includes sales by both company-owned 
restaurants and North America franchised restaurants. Franchised restaurants’ sales are reported by our 
franchisees and represent their revenues from sales at franchised Wendy’s restaurants in North America. 
The Company’s consolidated financial statements do not include sales by franchised restaurants to their 
customers. The Company believes systemwide sales data is useful in assessing consumer demand for the 
Company’s products, the overall success of the Wendy’s brand and, ultimately, the performance of the 
Company. The Company’s royalty revenues are computed as percentages of sales made by Wendy’s 
franchisees. As a result, sales by Wendy’s franchisees have a direct effect on the Company’s royalty 
revenues and therefore on the Company’s profitability. 
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¢ North America Restaurant Average Unit Volumes 


We calculate North America company-owned restaurant average unit volumes by summing the average 
weekly sales of all company-owned restaurants in North America which reported sales during the week. 


North America franchised restaurant average unit volumes is a non-GAAP financial measure, which 
includes sales by franchised restaurants, which are reported by our franchisees and represent their revenues 
from sales at franchised Wendy’s restaurants in North America. The Company’s consolidated financial 
statements do not include sales by franchised restaurants to their customers. The Company believes North 
America franchised restaurant average unit volumes is useful information for the same reasons described 
above for “Systemwide Sales.” We calculate North America franchised restaurant average unit volumes by 
summing the average weekly sales of all franchised restaurants in North America which reported sales 
during the week. 


System Optimization Initiative 


In July 2013, the Company announced a system optimization initiative, as part of its brand transformation, 
which includes a shift from company-owned restaurants to franchised restaurants over time, through acquisitions and 
dispositions, as well as helping to facilitate franchisee-to-franchisee restaurant transfers. In February 2015, the 
Company announced plans to sell approximately 540 additional restaurants to franchisees and reduce its ongoing 
company-owned restaurant ownership to approximately 5% of the total system by the end of 2016. During 2015, 
2014 and 2013, the Company completed the sale of 327, 255 and 244 company-owned restaurants to franchisees, 
respectively, which included the sale of all of its company-owned restaurants in Canada. The Company recognized 
net gains totaling $74.0 million, $91.5 million and $51.3 million on the sale of company-owned restaurants and 
other assets during 2015, 2014 and 2013, respectively, which were recorded to “System optimization gains, net” in 
our consolidated statements of operations. In addition, during 2015 the Company helped facilitate the transfer of 
71 restaurants between franchisees. The Company expects to complete its plan to reduce its company-owned 
restaurant ownership to approximately 5% with the sale of approximately 315 restaurants during 2016, of which 99 
restaurants were classified as held for sale as of January 3, 2016. 


Costs related to our system optimization initiative are recorded to “Reorganization and realignment costs.” 
During 2015, 2014 and 2013, the Company recognized costs totaling $11.6 million, $19.0 million and 
$31.1 million, respectively, which primarily included severance and related employee costs, accelerated depreciation 
and amortization, share-based compensation expense and professional fees. The Company expects to incur additional 
costs of approximately $8.6 million during 2016 in connection with its system optimization initiative, which are 
primarily comprised of professional fees of $7.0 million and accelerated amortization of previously acquired franchise 
rights related to company-owned restaurants in territories that will be sold to franchisees of approximately 
$1.6 million. 


G&A Realignment 


In November 2014, the Company initiated a plan to reduce its general and administrative expenses. The plan 
included a realignment and reinvestment of resources to focus primarily on accelerated restaurant development and 
consumer-facing restaurant technology to drive long-term growth. The Company achieved the majority of the 
expense reductions through the realignment of its U.S. field operations and savings at its Restaurant Support Center 
in Dublin, Ohio, which was substantially completed by the end of the second quarter of 2015. The Company 
recognized costs totaling $10.3 million and $12.9 million during 2015 and 2014, respectively, which primarily 
included severance and related employee costs and share-based compensation and were recorded to “Reorganization 
and realignment costs.” The Company expects to incur additional costs aggregating approximately $1.9 million 
during 2016, comprised primarily of recruitment and relocation costs for the reinvestment in resources to drive 
long-term growth. 


Securitized Financing Facility 


As further described below in “Liquidity and Capital Resources—Securitized Financing Facility,” on June 1, 
2015, the Company completed a $2,275.0 million securitized financing facility, which consists of the following: 
$875.0 million of 3.371%, $900.0 million of 4.080% and $500.0 million of 4.497% Series 2015-1 fixed rate senior 
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secured notes (collectively, the “Series 2015-1 Class A-2 Notes”). In addition, the Company entered into a purchase 
agreement for the issuance of Series 2015-1 variable funding senior secured notes, Class A-1 (the “Series 2015-1 
Class A-1 Notes” and, together with the Series 2015-1 Class A-2 Notes, the “Series 2015-1 Senior Notes”), which 
allows for the issuance of up to $150.0 million of variable funding notes and certain other credit instruments, 
including letters of credit. The proceeds from the issuance of the Series 2015-1 Class A-2 Notes, were used to repay 
all amounts outstanding on the Term A Loans and Term B Loans under the Company’s May 16, 2013 Restated 
Credit Agreement amended on September 24, 2013 (the “2013 Restated Credit Agreement”). In connection with the 
repayment of the Term A Loans and Term B Loans, the Company terminated the related interest rate swaps with 
notional amounts totaling $350.0 million and $100.0 million, respectively, which had been designated as cash flow 
hedges. As a result, the Company recorded a loss on early extinguishment of debt of $7.3 million during the second 
quarter of 2015, primarily consisting of the write-off of deferred costs related to the 2013 Restated Credit Agreement 
of $7.2 million and fees paid to terminate the related interest rate swaps of $0.1 million. 


Related Party Transactions 


Stock Purchase Agreement 


On June 2, 2015, the Company entered into a stock purchase agreement to repurchase our common stock from 
Nelson Peltz, Peter W. May (Messrs. Peltz and May are members of the Company’s Board of Directors) and 
Edward P. Garden (who resigned from the Company’s Board of Directors on December 14, 2015) and certain of 
their family members and affiliates, investment funds managed by Trian Fund Management, L.P. (an investment 
management firm controlled by Messrs. Peltz, May and Garden, “IFM”) and the general partner of certain of those 
funds (together with Messrs. Peltz, May and Garden, certain of their family members and affiliates and TFM, the 
“Trian Group”), who in the aggregate owned approximately 24.8% of the Company’s outstanding shares as of 
May 29, 2015. Pursuant to the agreement, the Trian Group agreed not to tender or sell any of its shares in the 
modified Dutch auction tender offer the Company commenced on June 3, 2015. Also pursuant to the agreement, the 
Company agreed, following completion of the tender offer, to purchase from the Trian Group a pro rata amount of 
its shares based on the number of shares the Company purchased in the tender offer, at the same price received by 
shareholders who participated in the tender offer. On July 17, 2015, after completion of the modified Dutch auction 
tender offer, the Company repurchased 18.4 million shares of its common stock from the Trian Group at the price 
paid in the tender offer of $11.45 per share, for an aggregate purchase price of $210.9 million. 


Supply Chain Relationship Agreement 


Wendy’s has a purchasing co-op relationship agreement (the “Wendy’s Co-op”) with its franchisees which 
establishes Quality Supply Chain Co-op, Inc. (“QSCC”). QSCC manages, for the Wendy’s system in the U.S. and 
Canada, contracts for the purchase and distribution of food, proprietary paper, operating supplies and equipment 
under national agreements with pricing based upon total system volume. QSCC’s supply chain management 
facilitates continuity of supply and provides consolidated purchasing efficiencies while monitoring and seeking to 
minimize possible obsolete inventory throughout the Wendy’s supply chain in the U.S. and Canada. 


Wendy’s and its franchisees pay sourcing fees to third-party vendors on certain products sourced by QSCC. 
Such sourcing fees are remitted by these vendors to QSCC and are the primary means of funding QSCC’s operations. 
Should QSCC’s sourcing fees exceed its expected needs, QSCC’s board of directors may return some or all of the 
excess to its members in the form of a patronage dividend. Wendy’s recorded its share of patronage dividends of 
$1.3 million, $1.5 million and $3.3 million in 2015, 2014 and 2013, respectively, which are included as a reduction 
of “Cost of sales.” 


Effective January 1, 2011, Wendy’s leased 14,333 square feet of office space to QSCC for an annual base rental 
of $0.2 million. The lease expires on December 31, 2016. 


CitationAir Aircraft Lease Agreement 


The Wendy’s Company, through a wholly-owned subsidiary, was party to a three-year aircraft management and 
lease agreement, which expired in March 2014, with CitationAir, a subsidiary of Cessna Aircraft Company, pursuant 
to which the Company leased a corporate aircraft to CitationAir to use as part of its Jet Card program fleet. The 
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Company entered into the lease agreement as a means of offsetting the cost of owning and operating the corporate 
aircraft by receiving revenue from third parties’ use of such aircraft. Under the terms of the lease agreement, the 
Company paid annual management and flight crew fees to CitationAir and reimbursed CitationAir for maintenance 
costs and fuel usage related to the corporate aircraft. In return, CitationAir paid a negotiated fee to the Company 
based on the number of hours that the corporate aircraft was used by Jet Card members. This fee was reduced based 
on the number of hours that (1) the Company used other aircraft in the Jet Card program fleet and (2) Jet Card 
members who are affiliated with the Company used the corporate aircraft or other aircraft in the Jet Card program 
fleet. The Company’s participation in the aircraft management and lease agreement reduced the aggregate costs that 
the Company would otherwise have incurred in connection with owning and operating the corporate aircraft. Under 
the terms of the lease agreement, the Company’s directors had the opportunity to become Jet Card members and to 
use aircraft in the Jet Card program fleet at the same negotiated fee paid by the Company as provided for under the 
lease agreement. During the first quarter of 2014 and throughout 2013, our Chairman, who was our former 
Chief Executive Officer, and our Vice Chairman, who was our former President and Chief Operating Officer (the 
“Former Executives”) and a director, who was our former Vice Chairman, and members of their immediate families, 
used their Jet Card agreements for business and personal travel on aircraft in the Jet Card program fleet. A 
management company formed by the Former Executives and a director, who was our former Vice Chairman (the 
“Management Company”), paid CitationAir directly, and the Company received credit from CitationAir for charges 
related to such travel of approximately $0.4 million and $1.4 million during 2014 and 2013, respectively. 


TimWen lease and management fee payments 


A wholly-owned subsidiary of Wendy’s leases restaurant facilities from TimWen for the operation of 
Wendy’s/Tim Hortons combo units in Canada. Prior to the second quarter of 2015, Wendy’s operated certain of the 
Wendy’s/Tim Hortons combo units in Canada and subleased some of the restaurant facilities to franchisees. As a 
result of the Company completing its plan to sell all of its company-owned restaurants in Canada to franchisees 
during the second quarter of 2015, all of the restaurant facilities are subleased to franchisees. Wendy’s paid TimWen 
$12.1 million, $6.3 million and $6.9 million under these lease agreements during 2015, 2014 and 2013, respectively. 
Prior to 2015, franchisees paid TimWen directly for these subleases. In addition, TimWen paid Wendy’s a 
management fee under the TimWen joint venture agreement, of $0.2 million, $0.2 million and $0.3 million during 
2015, 2014 and 2013, respectively, which has been included as a reduction to “General and administrative.” 


Franchisee Incentive Programs 


Franchise Image Activation Incentive Programs 


In order to promote Image Activation new restaurant development, Wendy’s has an incentive program for 
franchisees that provides for reductions in royalty payments for the first three years of operation for qualifying new 
restaurants opened by December 31, 2016. Wendy’s also has incentive programs for 2016 and 2017 for franchisees 
that commence Image Activation restaurant remodels during those years. The remodel incentive programs provide 
reductions in royalty payments for one year or two years after the completion of construction depending on the type 
of remodel. In 2015, Wendy’s added an additional incentive to the 2016 remodel program described above to include 
waiving the franchise agreement renewal fee for certain types of remodels. 


In addition, Wendy’s had incentive programs that included reductions in royalty payments in 2015 and 2014 
as well as cash incentives for franchisees’ participation in Wendy’s Image Activation program throughout 2014 and 
2013. The Company recognized expense of $4.4 million and $9.2 million for cash incentives in “General and 
administrative” during 2014 and 2013, respectively. 


Franchisee Image Activation Financing Program 


In addition to the Image Activation incentive programs described above, Wendy’s executed an agreement in 
2013 to partner with a third-party lender to establish a financing program for franchisees that participate in our Image 
Activation program. Under the program, the lender has agreed to provide loans to franchisees to be used for the 
reimaging of restaurants according to the guidelines and specifications under Wendy’s Image Activation program. To 
support the program, Wendy’s has provided to the lender a $6.0 million irrevocable stand-by letter of credit, which 
was issued on July 1, 2013. 
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Results of Operations 


As a result of the sale of the Bakery discussed above in “Executive Overview—Sale of the Bakery,” the Bakery’s 
results of operations for the period from December 29, 2014 through May 31, 2015 and for the years ended 2014 
and 2013 have been included in “Income (loss) from discontinued operations, net of income taxes” in the table 
below. In addition, as a result of the sale of Arby’s as discussed above in “Executive Overview—Sale of Arby’s,” Arby’s 
results of operations for all periods presented have been included in “Income (loss) from discontinued operations, net 
of income taxes” in the table below. 


The tables included throughout Results of Operations set forth in millions the Company’s consolidated results 
of operations for the years ended January 3, 2016, December 28, 2014 and December 29, 2013 (except average unit 
volumes, which are in thousands). 


2015 2014 2013 
Amount Change Amount Change Amount 
Revenues: 
Sales oct a sae ak ete, Pees dea aphettees Vere $1,438.8 $(169.7) $1,608.5 $(494.4) $2,102.9 
Franchise revenues ... 0.0.0.0 cece cece eee e eee 431.5 41.5 390.0 69.2 320.8 


1,870.3 (128.2) 1,998.5 (425.2) 2,423.7 


Costs and expenses: 


Gost-of sales <.chennitatesdicaes dacatd- bd iedaawads 1,184.1 (171.0) 1,355.1 (425.8) 1,780.9 
General and administrative .......... 00000 eee eee 256.6 (4.1) 260.7 (30.9) 291.6 
Depreciation and amortization .................00. 145.0 (8.9) 153.9 (21.5) 175.4 
System optimization gains, net..............00000. (74.0) 17.5 (91.5) (40.2) (51.3) 
Reorganization and realignment costs .............. 21.9 (10.0) 31.9 (5.1) 37.0 
Impairment of long-lived assets ...........0000000. 25.0 5.4 19.6 (16.8) 36.4 
Impairment of goodwill ............. 0.0. —_ — — (9.4) 9.4 
Other operating expense, net ............ 00000 eee 37.2 11.0 26.2 2132 5.0 
1,595.8 (160.1) 1,755.9 (528.5) 2,284.4 
Operating profit: 25. .da cena tins bead dae oe aan 274.5 31.9 242.6 103.3 139.3 
Jinterest expense sis.¢ ie sd ediew ode ed ae dd hale hoaa es (86.1) (34.1) (52.0) 16.6 (68.6) 
Loss on early extinguishment of debt ................04. (7.3) (7.3) — 28.6 (28.6) 
Investment income, net ....... 0... cece ee ee ee eee 52.2 51.0 12 (22.4) 23.6 
Other income (expense), net ..... 0. . eee eee eee eee 0.8 0.1 0.7 2.8 (2.1) 
Income from continuing operations before income taxes 
and noncontrolling interests ...............0000. 234.1 41.6 192.5 128.9 63.6 
Provision for income taxes 1... 0.0... cee ee eee eee eee eee (94.1) (18.0) (76.1) (60.0) (16.1) 
Income from continuing operations ................ 140.0 23.6 116.4 68.9 47.5 


Discontinued operations: 
Income (loss) from discontinued operations, net of 


UACOME TAKES: diacka cw ches oxwae tn eae eee suas 10.5 55 5.0 7.9 (2.9) 
Gain on disposal of discontinued operations, net of 
INCOME TAKES ya cdeavaiee ude dere urkGend es eda es 10.6 10.6 — — = 
Net income (loss) from discontinued operations ...... 21.1 16.1 5.0 79 (2.9) 
Net income: se csaviio edimaedni idle ¥ 161.1 39.7 121.4 76.8 44.6 
Net loss attributable to noncontrolling 
INCELESTS® aivecis btais Gand daededweae a doacees — — — (0.9) 0.9 


Net income attributable to 


The Wendy’s Company ............+-- $ 161.1 $ 39.7 $ 1214 $ 75.9 $ 45.5 
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2015 2014 2013 


Revenues: 
Sales steers tates Gced tinea iste ee ae a $1,438.8 $1,608.5 $2,102.9 
Franchise revenues: 
Royalty revenue .. 1.2... 6c eee eee eee 322.6 308.7 285.9 
Rental income ........ 0.0.00 cece eee eee 87.0 68.0 26.6 
Franchise fees... 0... 0... ec ce eee eee 21.9 13.3 8.3 
Total franchise revenues .............. _ 4515 __ 390.0 320.8 
Total revenues ..............05- $1,870.3 $1,998.5 $2,423.7 
% of % of % of 
2015 Sales 2014 Sales 2013 Sales 
Cost of sales: 
Food and paper ...... 0... eee eee eee eee $ 460.0 32.0% $ 525.6 32.7% $ 690.0 32.8% 
Restaurant labor ......... 0000 cece eee ee eee 406.4 28.2% 466.8 29.0% 623.6 29.7% 
Occupancy, advertising and other operating costs .. 317.7 22.1% 362.7 22.5% 467.3 22.2% 
Total cost of sales... 0... ccc eee eee $1,184.1 82.3% $1,355.1 84.2%  $1,780.9 84.7% 
% of % of % of 
2015 Sales 2014 Sales 2013 Sales 
Restaurant margin s..00%seo0seateci beck week giee $ 254.7 17.7% $ 253.4 15.8% $ 322.0 15.3% 
The table below presents key business measures which are defined and further discussed in the “Executive 
Overview” section included here-in. 
wis 2014203 
Key business measures: 
North America same-restaurant sales (a): 
Company-owned restaurants 1.2... eee eee eee es 2.6% 2.3% 1.9% 
Franchised restaurants 2... 0... c cece eee cc cece e nee 3.4% 1.5% 1.7% 
SYSCEMWIdE ci odes adenine bow dela med od date 3.3% 1.6% 1.8% 
Total same-restaurant sales (a): 
Company-owned restaurants 1.2... eee eee eee ee 2.6% 2.3% 1.9% 
Franchised restaurants (b) . 1... eee cece nee eee eee 3.2% 1.3% 1.4% 
Systemwide (b) i2.2.40¢-.40hetds arabs bedaed taboatatedaads 3.1% 1.4% 1.5% 
Systemwide sales: 
Company-owned restaurants 1.2... eee eee eee eee $1,438.8 $1,608.5 $2,102.9 
North America franchised restaurants .... 0.000000 cee cece eee ee 8,032.0 7,465.6 6,865.5 
North America restaurant average unit volumes (in thousands) (a): 
Company-owned restaurants 1.2... eee eee eee eee $1,643.6 $1,593.4 $1,514.0 
Franchised restaurants ...... 0.000 cece ce cence cece ence nee nees 1,520.0 1,468.3 1,442.1 


(a) 
(b) 
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Excludes the impact of the 53rd week in 2015. 


Includes international franchised restaurants same-restaurant sales (excluding Venezuela). 


Company-owned Franchised Systemwide 


Restaurant count: 
Restaurant count at December 29, 2013 20... cece eee 1,183 5,374 6,557 
Opened si dkohcen oeeeie ae PbS wads eg tasead dene plea es ee 16 87 103 
CG) Co lsf-te peeve a conan nn a OE (32) (113) (145) 
Net (sold to) purchased by franchisees ..... 0... 0.00. cece eee eee (210) 210 — 
Restaurant count at December 28, 2014 2... 0... ccc eee ees 957 5,558 6,515 
Opened. 3244002 d¢104 Feadoicra teem eyes dcmben awe oees 21 88 109 
COSC ods. toe tence sand oe tara Sacteseea dt. atiace deci aaawone saste antaiow sucess a evans diecare (23) (122) (145) 
Net (sold to) purchased by franchisees ...... 0.0.0... cece eee (323) 323 — 
Restaurant count at January 3, 2016 ...... eee ee eee 632 5,847 6,479 
Sales 
Change 
mis 2004 
AS re SR a Pe $(169.7) $(494.4) 


The decrease in sales during 2015 was primarily due to the impact of Wendy’s company-owned restaurants sold 
under our system optimization initiative, which resulted in a reduction in sales of $271.0 million. This decrease in 
sales was partially offset by sales during the 53rd week of 2015 of $19.2 million, which were excluded from 
same-restaurant-sales, and sales from restaurants acquired of $36.9 million. Company-owned same-restaurant sales 
during 2015 increased due to an increase in our average per customer check amount, which reflects benefits from 
strategic price increases on our menu items and changes in product mix. Same-restaurant sales also benefited from 
higher sales growth at our new and remodeled Image Activation restaurants and a slight increase in customer count. 
The customer count increase for the year was driven by significantly higher customer transactions during the fourth 
quarter of 2015, which resulted in a company-owned same-restaurant sales increase of 3.7% during the fourth quarter 
of 2015 compared to the fourth quarter of 2014. Sales during 2015 were negatively impacted by $7.4 million due to 
changes in Canadian foreign currency rates relative to the U.S. dollar. 


The decrease in sales in 2014 was primarily due to the impact of Wendy’s company-owned restaurants sold 
under our system optimization initiative, which resulted in a reduction in sales of $499.5 million. Company-owned 
same-restaurant sales during 2014 increased due to an increase in our average per customer check amount, in part 
offset by a decrease in customer count. Our average per customer check amount increased primarily due to benefits 
from strategic price increases on our menu items and changes in the composition of our sales. Same-restaurant sales 
also benefited from higher sales growth at our new and remodeled Image Activation restaurants. However, sales 
during 2014 were negatively impacted by temporary closures of restaurants being remodeled under our Image 
Activation program, which are excluded from same-restaurant sales. Sales during 2014 were also negatively impacted 
by $15.5 million due to changes in Canadian foreign currency rates relative to the U.S. dollar. 


Franchise Revenues 


Change 
mis 014 
Rovyalty Tevemies:5.c:5.50e dts dete eh tie guano aarach mas ddieale gee aun ate $13.9 $22.8 
Rental ancomexs.05 ainwigvi acelin ava dined Aten ace iduadia te Qcacanecd decd die Presents 19.0 41.4 
Franchise fees 2.0... cece ccc eect e eee n teen eee nen 8.6 5.0 
$41.5 $69.2 


The increase in franchise revenues during 2015 was primarily due to increases in rental income and initial 
franchise fees primarily resulting from sales of company-owned restaurants to franchisees and helping to facilitate 
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franchisee-to-franchisee restaurant transfers under our system optimization initiative. In addition, royalty revenue 
increased due to a net increase in the number of franchise restaurants in operation during 2015 compared to 2014. 
Royalty revenue was also positively impacted by a 3.2% increase in franchise same-restaurant sales, which excludes 
sales during the 53rd week of fiscal 2015. We believe franchise same-restaurant sales were higher than 
company-owned same-restaurant sales during 2015 due to higher price increases. Royalty revenues also include 
approximately $6.0 million for the 53rd week of 2015. 


The increase in franchise revenues during 2014 was primarily due to increases in rental income and initial 
franchise fees resulting primarily from sales of company-owned restaurants to franchisees under our system 
optimization initiative. In addition, royalty revenue increased due to a net increase in the number of franchise 
restaurants in operation during 2014 compared to 2013. Royalty revenue was also positively impacted by a 1.3% 
increase in franchise same-restaurant sales. We believe franchise same-restaurant sales were lower than 
company-owned same-restaurant sales due to fewer franchise Image Activation restaurants in operation during 2014. 


Cost of Sales, as a Percent of Sales 


— es 

mis 2014 
Food and paper’ «i. oud ecadtawceeeeleieaideeeeas daw gieet aww (0.7)%  (0.1)% 
Restaurant labor 2.0... . cee eee nent n eee e nes (0.8)% — (0.7)% 
Occupancy, advertising and other operating costs ......... 0.0 eee eee eee (0.4)% 0.3% 


(1.9)% — (0.5)% 


The decrease in cost of sales, as a percent of sales, during 2015 was due to benefits from strategic price increases 
on our menu items and higher sales at our Image Activation restaurants. As a percent of sales, commodity costs were 
flat compared with prior year, as higher beef prices were offset by lower prices of other commodities. The impact of 
the 53rd week in 2015 on cost of sales, as a percent of sales, was not material. 


The decrease in cost of sales, as a percent of sales, during 2014 was due to benefits from strategic price increases 
on our menu items and changes in the composition of our sales. As a percent of sales, this decrease in cost was 
partially offset by increased commodity costs, primarily from higher beef prices and the impact of a decrease in 
customer count on certain fixed operating costs. 


General and Administrative 


Change 
2015 2014 
Share-based compensation ......... 000 cece cece ees $(6.3) $ 5.8 
Franchise incentives... coe aac soe eee oee ae hee Baws e Pa aew oes (4.6) (4.9) 
Employee compensation and related expenses ............. 000 eee ee eee (4.3) (14.9) 
Incentive:compensatiowi.ni. 3.4 fs ey ca ea ene heen a aes Bed Chee 13.5 (13.9) 
Severance Expense: sis dideiatidsse enn dddueoiats jeatewedse hashes 0.4 (3.8) 
Cher Met cess 88 ee ee ee es ee he a ee hee Fee (2.8) 0.8 


$(4.1) $(30.9) 


The decrease in general and administrative expenses during 2015 was primarily due to (1) a decrease in 
share-based compensation primarily as a result of awards granted and timing of expense recognition, (2) a decrease in 
franchise incentives due to the 2015 Image Activation incentive program solely including royalty reductions as 
compared to our 2014 program which also included a cash incentive and (3) a decrease in employee compensation 
and related expenses primarily as a result of the realignment of our U.S. field operations and Restaurant Support 
Center in Dublin, Ohio as part of our G&A realignment plan to reduce general and administrative expenses. These 
decreases were partially offset by higher incentive compensation accruals due to stronger operating performance as 
compared to plan in 2015 versus 2014. 
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The decrease in general and administrative expenses during 2014 was primarily due to decreases in 
(1) employee compensation and related expenses primarily as a result of the consolidation of regional and divisional 
territories as part of our system optimization initiative, (2) incentive compensation accruals due to weaker operating 
performance as compared to plan in 2014 versus 2013, (3) franchise incentives due to lower cash incentives offered 
under our 2014 Image Activation incentive program compared to our 2013 program and (4) severance expense 
primarily as a result of a separation agreement with an executive in 2013. These decreases were partially offset by an 
increase in share-based compensation as a result of awards granted and timing of expense recognition. 


Depreciation and Amortization 


Change 
2152014 
Restaurants: 6. ¢dngsfitdsetetsd dtadddaat ni tebe eaeeteade be $(8.7) $(18.5) 
Corporateand ‘other jis s...s dnt dudaetod wha ie awh eee tak alas (0.2) (3.0) 


$(8.9)  $(21.5) 


The decrease in restaurant depreciation and amortization during 2015 was primarily due to decreases in 
(1) accelerated depreciation on existing assets that are being replaced as part of our Image Activation program of 
$10.7 million and (2) depreciation on assets sold or classified as held for sale under our system optimization initiative 
of $10.2 million. These decreases were partially offset by an increase in restaurant depreciation and amortization of 
$13.2 million on new and reimaged Image Activation restaurants. 


The decrease in restaurant depreciation and amortization during 2014 was primarily due to decreases in 
(1) depreciation of assets sold under our system optimization initiative of $11.7 million and (2) accelerated 
depreciation on existing assets that are being replaced as part of our Image Activation program of $18.8 million. 
These decreases were partially offset by an increase in restaurant depreciation and amortization of $9.0 million during 
2014 on new and reimaged Image Activation restaurants. Corporate and other depreciation expense decreased 
primarily due to the sale of our aircraft during 2014 and reduced depreciation on assets at our Canadian corporate 
location in connection with our system optimization initiative. 


System Optimization Gains, Net 


Year Ended 
mis —moid——«2OS 
System optimization gains, net... 2.6.0... eee eee eee ee $(74.0) $(91.5)  $(51.3) 


During 2015, 2014 and 2013, the Company sold 327, 255 and 244 company-owned restaurants to franchisees, 
respectively, under its system optimization initiative. System optimization gains, net in 2014 includes the impact of 
recording net favorable lease assets of $36.3 million as a result of leasing and/or subleasing land, buildings, and/or 
leasehold improvements to franchisees, in connection with the sales of restaurants. See Note 3 of the Financial 
Statements and Supplementary Data contained in Item 8 herein for further discussion. 


Reorganization and Realignment Costs 


Year Ended 
2015. -2014.~—Ss«2013 
G&A realignment ...... 0... eee eee eens $10.3 $129 $$ — 
System optimization initiative ..... 2... eee ee 11.6 19.0 31.0 
Facilities relocation and other transition costs .........0.00000% — — 4.6 
Breakfast discontinuation ....... 0.00. c eee cee e eee eens — — 1.1 
Arby’s transaction related costs... 1.2... eee eee eee eee ee — — 0.3 


4 


In November 2014, the Company initiated the realignment of its U.S. field operations and Restaurant Support 
Center in Dublin, Ohio to reduce its general and administrative expenses. As a result, the Company recorded costs 
during 2015 aggregating $10.3 million, which primarily included (1) share-based compensation expense of 
$5.6 million, (2) severance and related employee costs of $3.0 million and (3) recruitment and relocation costs of 
$1.7 million. During 2014, the Company recorded costs aggregating $12.9 million, which primarily included 
severance and related employee costs. 


During the 2015, 2014 and 2013, the Company recognized costs associated with its system optimization 
initiative totaling $11.6 million, $19.0 million and $31.0 million, respectively. In 2015, costs primarily included 
accelerated amortization of previously acquired franchise rights related to company-owned restaurants in territories 
that will be sold to franchisees of $6.4 million and professional fees of $3.4 million. In 2014, costs primarily included 
(1) severance and related employee costs of $7.6 million, (2) share-based compensation expense of $3.8 million and 
(3) professional fees of $3.4 million. In 2013, costs primarily included (1) accelerated amortization of previously 
acquired franchise rights in territories that were sold of $16.9 million and (2) severance and related employee costs of 


$9.7 million. 


During 2013, the Company incurred facilities relocation and other transition costs aggregating $4.6 million 
related to the relocation of the Atlanta restaurant support center to Ohio, which was substantially completed during 
2012. In addition, during 2013, the Company reflected costs totaling $1.1 million resulting from the discontinuation 
of the breakfast daypart at certain restaurants and recorded transaction related costs aggregating $0.3 million as a 
result of the sale of Arby’s in July 2011. 


Impairment of Long-Lived Assets 


Change 
mis 2014 
Impairment of long-lived assets 2... cee eens $5.4  $(16.8) 


The changes in impairment charges were primarily driven by variations in losses from the remeasurement of 
properties to fair value upon determination that the assets will be leased and/or subleased to franchisees in connection 
with the sale of company-owned restaurants. Such impairment charges totaled $19.2 million, $12.0 million and 
$20.5 million during 2015, 2014 and 2013, respectively. 


During 2013, the Company decided to sell its company-owned aircraft and recorded an impairment charge of 
$5.3 million to reflect the aircraft at fair value based on current market values. The aircraft were sold during 2014 
resulting in a net loss of $0.3 million. 


Impairment of Goodwill 


In 2013, our annual goodwill impairment test resulted in an impairment charge of $9.4 million, which 
represented all of the goodwill recorded for our international franchise restaurants reporting unit. In 2015, 2014 and 
2013, we concluded there was no impairment of goodwill for our North America company-owned and franchise 
restaurants reporting unit. 


Other Operating Expense, Net 


Year Ended 
mis «2k «2008 
LeaSCexpense! cco ct dev teen Gasace ee gdeid wekes Heende ee $47.8 $37.8 $13.6 
Equity in earnings in joint ventures, net .............000 00005 (9.2) (10.2) (9.7) 
Other si gion nti te les eae teense et es (1.4) (1.4) 1.1 


$37.2 $26.2 $ 5.0 
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The increase in other operating expense, net during 2015 and 2014 was primarily due to increases in lease 
expense resulting from subleasing properties to franchisees that were previously operated as company-owned 
restaurants and as such, had been previously recorded in cost of sales. Lease expense in 2015 also increased as a result 
of entering into new leases in connection with helping to facilitate franchisee-to-franchisee restaurant transfers for 
purposes of subleasing such properties to the franchisee. 


Interest Expense 
Change 
2052014 
Series 2015-1 Senior Notes 1.0.0... 0c ce cece cece cece e eens $573 $ — 
6.20% Sefiior NOtes:..30¢06030i44 4b it addcb eee edie Geel ee — (11.1) 
Verrtt 1O an Se s.ce3h. te Seca Santis evans eee sack wa era MO Siaaae tac ataueds, does eae wi (23.8) (5.1) 
Others Net devas dag Ghose kPa be eS ee aes Mas 0.6 (0.4) 


The increase in interest expense during 2015 was primarily a result of the Company completing a 
$2,275.0 million securitized financing facility on June 1, 2015, as further discussed in “Liquidity and Capital 
Resources—Securitized Financing Facility.” The proceeds were used to repay all amounts outstanding on the Term A 
Loans and Term B Loans under the Company’s 2013 Restated Credit Agreement. The securitized financing facility 
includes the Series 2015-1 Class A-2 Notes, which are comprised of fixed interest rate notes, and the Series 2015-1 
Class A-1 Notes, which allow for the issuance up to $150.0 million of variable funding notes. The principal amounts 
outstanding on the Series 2015-1 Class A-2 Notes significantly exceed the amounts that were outstanding on the 
Term A Loans and Term B Loans. In addition, the Series 2015-1 Class A-2 Notes bear fixed-rate interest at rates 
higher than our historical effective interest rates on our variable interest rate Term A Loans and Term B Loans. 


The decrease in interest expense during 2014 was primarily due to the redemption of the Wendy’s 
6.20% Senior Notes (the “6.20% Senior Notes”) in October 2013 and lower effective interest rates on the Term A 
Loans and Term B Loans compared to the prior term loan as a result of the 2013 Restated Credit Agreement, which 
amended the Credit Agreement dated May 15, 2012 (the “2012 Credit Agreement”) on May 16, 2013. This decrease 
in interest expense was partially offset by the effect of higher weighted average principal amounts outstanding on the 
term loans during 2014 compared to 2013. 


Loss on Early Extinguishment of Debt 


During 2015, the Company incurred a loss on the early extinguishment of debt as a result of repaying all 
amounts outstanding on the Term A Loans and Term B Loans under the 2013 Restated Credit Agreement, with the 
proceeds from its securitized financing facility further discussed in “Liquidity and Capital Resources—Securitized 
Financing Facility.” The loss on the early extinguishment of debt was primarily comprised of the write-off of deferred 
costs associated with the 2013 Restated Credit Agreement of $7.2 million and fees paid to terminate the related 
interest rate swaps of $0.1 million. 


During 2013, Wendy’s incurred a loss on the early extinguishment of debt as a result of (1) refinancing its 2012 
Credit Agreement on May 16, 2013 and (2) redeeming the 6.20% Senior Notes on October 24, 2013 and 
terminating the related interest rate swaps, as follows: 


Year Ended 

a 

Deferred costs associated with the 2012 Credit Agreement ........ 0.0.0.0 cece eee $11.5 
Unaccreted discount on Term B Loans ....... 00. ce cee cece cette teen nee nes 9.6 
Premium payment to redeem the 6.20% Senior Notes .......... 0. eects 8.4 
Unaccreted fair value adjustment associated with the 6.20% Senior Notes ................ 3.2 
Benefit from cumulative effect of fair value hedges... 6... 0. ec eee eee (4.1) 
Loss on early extinguishment of debt... 0... 0.00. eee eect teen eee $28.6 
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Investment Income, Net 


Change 
2015 2014 
Distributions, including dividends ........ 00... cece eects $54.7  $(23.9) 
Sale of investments, Met .... 0. cette ete teen ee eees (0.6) 1.7 
Other than temporary loss on investment ........ 0.0.0 e cece eee eee (3.2) _ 
Ones MEE ss. Senses Sosa nd SeePice uateddbte a henada ld quot And RaaMins O20 kh aud Ravan 0.1 (0.2) 


$51.0  $(22.4) 

The increase in distributions, including dividends in 2015 was primarily a result of a $54.9 million dividend we 
received from our investment in Arby’s, which was recognized in investment income, net. The decrease in 
distributions, including dividends in 2014 was primarily a result of a $40.1 million dividend we received from our 
investment in Arby’s during 2013, of which $21.1 million was recognized in investment income, net with the 
remainder recorded as a reduction to the carrying value of our investment in Arby’s. 


Provision for Income Taxes 


Change 
2015 2014 
Federal and state provision on variance in income from continuing 
operations before income taxes and noncontrolling interests .......... $(14.7)  $(54.4) 
System optimization imitiative 2.6... eee (5.7) 3.2 
Valuation allowances 21... 06. ccc cence ent n eens (0.9) (11.2) 
Dividend received deduction ..........0 ccc cece cece nee n nee 3.5 — 
Non-deductible international goodwill impairment ................00- — 3.1 
Othe tes gies Beek Sak a oes g RE AE A RAS RA NS (0.2) (0.7) 
$(18.0) — $(60.0) 


Our income taxes in 2015, 2014 and 2013 were impacted by variations in income from continuing operations 
before income taxes and noncontrolling interests, adjusted for recurring items such as non-deductible expenses and 
state income taxes, as well as non-recurring discrete items. Discrete items, which may occur in any given year but are 
not consistent from year to year include the following: (1) the impact of our system optimization initiative further 
described below, (2) valuation allowances increased in 2015 and 2014 primarily as a result of changes in expected 
future state taxable income available to offset certain state net operating loss carryforwards and (3) a deduction for a 
dividend received in 2015 from our investment in Arby’s. The impact of our system optimization initiative on the 
provision for income taxes included the following: (1) non-deductible goodwill included in the gain on sale of 
restaurants of $7.4 million, $9.4 million and $7.5 million in 2015, 2014 and 2013, respectively, (2) a related increase 
in net deferred state taxes of $1.6 million and $5.1 million in 2015 and 2013, respectively, and (3) an increase in 


valuation allowances of $4.5 million in 2015. 


Net Income (Loss) from Discontinued Operations 


Year Ended 

2015 2014 2013 
Income (loss) from discontinued operations before income taxes ........... $149 $8.7  $(5.0) 
(Provision for) benefit from income taxes ..... 0.0.0 c eee cece eee eee eee (4.4) (3.7) 21 
Income (loss) from discontinued operations, net of income taxes ....... 10.5 5.0 (2.9) 
Gain on disposal of discontinued operations before income taxes........... 25.5 — — 
Provision for income taxes on gain on disposal ......... 0.00000 (14.9) — — 
Gain on disposal of discontinued operations, net of income taxes ...... 10.6 — — 
Net income (loss) from discontinued operations ............... $21.1 $5.0 $(2.9) 
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As a result of the sale of the Bakery as discussed above in “Executive Overview—Sale of the Bakery,” the 
Bakery’s results of operations for the period from December 29, 2014 through May 31, 2015 and for the years ended 
2014 and 2013 have been included in “Income (loss) from discontinued operations, net of income taxes” in the table 
above. Income (loss) from discontinued operations includes a $13.5 million charge to cost of sales in 2013 resulting 
from the Bakery’s withdrawal from a multiemployer pension plan and the subsequent reversal in 2015 of 
$12.5 million. See Note 19 of the Financial Statements and Supplementary Data contained in Item 8 herein for 
further discussion. 


During 2015, the Company recognized a gain on the disposal of the Bakery of $10.6 million, net of income tax 
expense of $14.9 million which has been included in net income from discontinued operations. The provision for 
income taxes on the gain on disposal includes the impact of non-deductible goodwill disposed of as a result of the sale. 


Net income (loss) from discontinued operations during 2013 also includes a loss from discontinued operations 
of $0.3 million related to our sale of Arby’s, net of a benefit from income taxes of $0.2 million. 


Net Loss Attributable to Noncontrolling Interests 


A wholly-owned subsidiary of Wendy’s entered into a joint venture for the operation of Wendy’s restaurants in 
Japan (the “Japan JV”) with Ernest M. Higa and Higa Industries, Ltd., a corporation organized under the laws of 
Japan (collectively, the “Higa Partners”) during the second quarter of 2011. We have reflected a net loss attributable 
to noncontrolling interests of $0.9 million in 2013 as a result of the consolidation of the Japan JV in the second 
quarter of 2013. Prior to the consolidation, the Japan JV was accounted for as an equity method investment and we 
reported our 49% share of the net loss of the Japan JV in “Other operating expense, net.” On December 27, 2013, 
Wendy’s transferred its interest in the Japan JV to Higa Industries, Ltd. for nominal consideration, terminating the 
joint venture, and establishing the Japan JV as a wholly-owned entity of the Higa Partners. Therefore, Wendy's 
deconsolidated the Japan JV and recognized a loss of $1.7 million in 2013, which was included in “Other operating 
expense, net.” 


Outlook for 2016 
Sales 


We expect sales will be favorably impacted primarily by improving our North America business through 
continuing core menu improvement, product innovation and focused execution of operational excellence and brand 
positioning. The impact of Wendy’s restaurants sold in 2015 and expected to be sold under our ongoing system 
optimization initiative in 2016 will continue to have a negative impact on sales. 


Franchise Revenues 


We expect that the sales trends for franchised restaurants will continue to be generally impacted by factors 
described above under “Sales” related to the improvements in the North America business. The impact of sales of 
company-owned restaurants to franchisees and helping to facilitate franchisee-to-franchisee restaurant transfers under 
our system optimization initiative will continue to result in increased franchise royalties and rental income. 


Cost of Sales 


We expect cost of sales, as a percent of sales, will be favorably impacted by the same factors described above for 
sales. We also expect cost of sales, as a percent of sales, to be positively impacted by a decrease in commodity costs, 
driven primarily by lower beef prices. We expect these favorable impacts on cost of sales, as a percent of sales, to be 
partially offset by higher restaurant labor due to increases in wages. 


Depreciation and Amortization 


We expect depreciation and amortization will decrease primarily as a result of reducing our mix of 
company-owned restaurants to franchise restaurants through our system optimization initiative. As a result, we also 
expect accelerated depreciation and depreciation for new and reimaged restaurants under our Image Activation 
program to decrease. These decreases are expected to be partially offset by an increase in depreciation and 
amortization for technology investments. 
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Other Operating Expense, Net 


We expect other operating expense, net to continue to increase due to increases in lease expense resulting from 
subleasing properties to franchisees that were previously operated as company-owned restaurants and as such, had 
been previously recorded in cost of sales. Lease expense is also expected to continue to increase as a result of entering 
into new leases in connection with helping to facilitate franchisee-to-franchisee restaurant transfers for purposes of 
subleasing such properties to the franchisee. 


Interest Expense 


We expect interest expense will increase in 2016 due to the impact of the securitized financing facility 
completed during the second quarter of 2015 as further described below in “Liquidity and Capital Resources— 
Securitized Financing Facility.” 


Liquidity and Capital Resources 
The tables included throughout Liquidity and Capital Resources present dollars in millions. 


Sources and Uses of Cash 
2015 Compared with 2014 


Cash provided by operating activities decreased $42.3 million during 2015 as compared to 2014, due to 
changes in our net income and non-cash items as well as the following: 


¢ a $49.9 million unfavorable impact in accounts and notes receivable for the comparable periods primarily 
due to (1) an increase in receivables for income tax refunds and (2) an increase in royalty, rent and property 
tax receivables as a result of an increase in franchise restaurants in connection with our system optimization 
initiative and the impact of the 53rd week on royalty receivables; 


* an increase of $32.0 million in interest payments resulting from the securitized financing facility; 


* an increase of $23.6 million in restricted cash for the payment of interest under our securitized financing 
facility; and 


* payments of $7.3 million to terminate our cash flow hedges; partially offset by 


¢ a $27.1 million favorable impact in accrued expenses and other current liabilities for the comparable periods 
primarily due to an increase in the incentive compensation accrual for the 2015 fiscal year due to stronger 
operating performance as compared to plan in 2015 versus 2014, as well as a decrease in payments for the 2014 
fiscal year. This favorable impact was partially offset by an increase in income tax payments, net of refunds. 


Additionally in 2015, we received a cash dividend of $54.9 million from our investment in Arby’s, which was 
recognized in income. 


Cash provided by investing activities increased $223.2 million during 2015 as compared to 2014, primarily due 
to the following: 

¢ $78.4 million in proceeds from the sale of the Bakery; 

¢ a decrease of $52.7 million in payments for restaurant acquisitions; 

¢ a decrease of $46.8 million in capital expenditures; and 

* an increase of $43.0 million in proceeds from dispositions related to our system optimization initiative. 

Cash used in financing activities decreased $198.8 million during 2015 as compared to 2014, primarily due to 
the following: 


* a net increase in cash provided by long-term debt activities of $961.3 million primarily resulting from the 
securitized financing facility and the related repayment of the 2013 Restated Credit Agreement; partially 
offset by 


* an increase in repurchases of common stock of $797.5 million. 


The net cash provided by our business before the effect of exchange rate changes on cash was $72.1 million. 
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2014 Compared with 2013 


Cash provided by operating activities decreased $75.1 million during 2014 as compared to 2013, primarily due 
to changes in our net income and non-cash items as well as the following: 


¢ a $47.6 million unfavorable impact in accrued expenses and other current liabilities for the comparable periods. 
This unfavorable impact was primarily due to (1) a decrease in the incentive compensation accrual for the 
2014 fiscal year due to weaker operating performance as compared to plan in 2014 versus 2013, as well as an 
increase in payments for the 2013 fiscal year, (2) an increase in income tax payments, net of refunds and (3) an 
increase in franchise incentive payments and a decrease in the accrual for our Image Activation franchise 
incentive programs. These unfavorable changes were partially offset by a decrease in interest payments primarily 
resulting from the redemption of the 6.20% Senior Notes in October 2013 and lower effective interest rates on 
our term loans due to the effect of the Restated Credit Agreement in May 2013. 


Additionally in 2013, we received a cash dividend of $40.1 million from our investment in Arby’s, of which 
$21.1 million was recognized in income, with the remainder recorded as a reduction to the carrying value of our 
investment, as discussed below. 


Cash used in investing activities increased $111.1 million during 2014 as compared to 2013, primarily due to 
the following: 


* an increase of $74.2 million in capital expenditures primarily for our Image Activation program; 
* an increase in cash used for acquisitions of franchised restaurants of $49.3 million; 


¢ a decrease of $20.6 million in cash provided by investment activities, net due to the dividend received from 
Arby’s in 2013, of which $19.0 million was recorded as a return of our investment; partially offset by 


* a favorable change in restricted cash of $20.3 million related to cash collateral for outstanding letters of 
credit; and 


* an increase of $12.3 million in proceeds from dispositions related to our system optimization initiative. 

Cash used in financing activities increased $251.7 million during 2014 as compared to 2013, primarily due to 
the following: 

* an increase in repurchases of common stock of $231.9 million; 

* a net increase in cash used for long-term debt activities of $12.7 million; 

* a decrease in proceeds from the exercise of stock options of $11.6 million; and 


* an increase in dividend payments of $4.4 million. 


The net cash used in our business before the effect of exchange rate changes on cash was $307.6 million. 


Sources and Uses of Cash for 2016 


Our anticipated consolidated sources of cash and cash requirements for 2016 exclusive of operating cash flow 
requirements consist principally of: 


* capital expenditures of approximately $140.0 million as discussed below in “Capital Expenditures;” 
* quarterly cash dividends aggregating up to approximately $64.8 million as discussed below in “Dividends;” 


* potential stock repurchases of up to $378.2 million, of which $24.8 million was repurchased subsequent to 
January 3, 2016 through February 24, 2016 as discussed below in “Stock Repurchases;” and 


* restaurant acquisitions and dispositions under our system optimization initiative. 


Based upon current levels of operations, the Company expects that available cash and cash flows from 
operations will provide sufficient liquidity to meet operating cash requirements for the next 12 months. 
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Capitalization 


Year End 

2015 
Long-term debt, including current portion... 6.0.0... cece eens $2,426.1 
Stockholdets equity 2:28 wha bee chai aera ket ehOe tthe eee okie tee senya ne 752.9 
$3,179.0 


The Wendy’s Company’s total capitalization at January 3, 2016 increased $23.2 million from $3,155.8 million 
at December 28, 2014 and was impacted principally by the following: 


* a net increase in long-term debt, including current portion and unamortized debt issuance costs, of 
$987.9 million primarily resulting from the securitized financing facility and the related repayment of the 
2013 Restated Credit Agreement; 


* comprehensive income of $121.6 million; 


tax benefit from share-based compensation of $46.7 million; 


* treasury share issuances of $38.1 million for exercises and vestings of share-based compensation awards; 
partially offset by 


* stock repurchases of $1,100.4 million; and 
dividends paid of $71.8 million. 


Long-Term Debt, Including Current Portion 


Year End 
2015 

Series. 2015-1) Class A-2=I Notes: o¢ o2 4 cove dune Sse kaw poe al ade eevee dendisls dae es $ 872.8 
Series:201521: Class A=2 MM INGtes sce eels atte Rid pctaies each Salad be tee teens BR. Saleen 897.8 
Series 2015-1 Class A-2-II Notes... 600. sare cede deudohaediaaddabeclasuh deetens 498.8 
TM Gebeneites: sx-i8 re 32 reared kt steak beh eee neni ete Ags SP deeds 87.0 
Capital lease-obligations: .o3.i005 coGk ius des dag dee ede ad be eee ess tule hee eae 109.1 
Unamortized debt issuance costs (a) 2... ccc cece cet e ence eens (39.4) 

Total long-term debt, including current portion ....... 0.0... e cece eee $2,426.1 


(a) During the second quarter of 2015, the Company early adopted an amendment requiring debt issuance costs to 
be presented in the balance sheet as a direct reduction of the related debt liability rather than as an asset. 


Except as described below, there were no material changes to the terms of any debt obligations since 
December 28, 2014. See Note 12 of the Financial Statements and Supplementary Data contained in Item 8 herein, 
for further information related to our long-term debt obligations. 


Securitized Financing Facility 


On June 1, 2015, Wendy’s Funding, LLC (“Wendy’s Funding” or the “Master Issuer”), a limited-purpose, 
bankruptcy-remote, wholly-owned indirect subsidiary of The Wendy’s Company, entered into a base indenture and a 
related supplemental indenture (collectively, the “Indenture”) under which the Master Issuer may issue multiple series 
of notes. On the same date, the Master Issuer issued the Series 2015-1 Class A-2 Notes, which consists of 
Series 2015-1 3.371% Fixed Rate Senior Secured Notes, Class A-2-I (the “Class A-2-I Notes”) with an initial 
principal amount of $875.0 million, Series 2015-1 4.080% Fixed Rate Senior Secured Notes, Class A-2-II (the 
“Class A-2-II Notes”) with an initial principal amount of $900.0 million and the Series 2015-1 4.497% Fixed Rate 
Senior Secured Notes, Class A-2-HI, (the “Class A-2-II] Notes”) with an initial principal amount of $500.0 million. 
In addition, the Master Issuer entered into a revolving financing facility, which allows for the drawing of up to 
$150.0 million under the Series 2015-1 Class A-1 Notes, which include certain credit instruments, including a letter 
of credit facility. The Series 2015-1 Class A-1 Notes were issued under the Indenture and allow for drawings on a 
revolving basis. During the third quarter of 2015, the Company borrowed and repaid $19.0 million under the 
Series 2015-1 Class A-1 Notes. 
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The Series 2015-1 Senior Notes were issued in a securitization transaction pursuant to which certain of the 
Company’s domestic and foreign revenue-generating assets, consisting principally of franchise-related agreements, real 
estate assets, and intellectual property and license agreements for the use of intellectual property, were contributed or 
otherwise transferred to the Master Issuer and certain other limited-purpose, bankruptcy-remote, wholly-owned 
indirect subsidiaries of the Company that act as guarantors (the “Guarantors”) of the Series 2015-1 Senior Notes and 
that have pledged substantially all of their assets, excluding certain real estate assets and subject to certain limitations, 
to secure the Series 2015-1 Senior Notes. 


Interest and principal payments on the Series 2015-1 Class A-2 Notes are payable on a quarterly basis. The 
requirement to make such quarterly principal payments on the Series 2015-1 Class A-2 Notes is subject to certain 
financial conditions set forth in the Indenture. The legal final maturity date of the Series 2015-I Class A-2 Notes is in 
June 2045, but, unless earlier prepaid to the extent permitted under the Indenture, the anticipated repayment dates of 
the Class A-2-I Notes, the Class A-2-II Notes and the Class A-2-II Notes will be 4.25, 7 and 10 years, respectively, 
from the date of issuance (the “Anticipated Repayment Dates”). If the Master Issuer has not repaid or refinanced the 
Series 2015-1 Class A-2 Notes prior to the respective Anticipated Repayment Dates, additional interest will accrue 
pursuant to the Indenture. 


The Series 2015-1 Class A-1 Notes will accrue interest at a variable interest rate based on (i) the prime rate, 
(ii) overnight federal funds rates, (iii) the London interbank offered rate for U.S. Dollars or (iv) with respect to 
advances made by conduit investors, the weighted average cost of, or related to, the issuance of commercial paper 
allocated to fund or maintain such advances, in each case plus any applicable margin and as specified in the 
Series 2015-1 Class A-1 note agreement. There is a commitment fee on the unused portion of the Series 2015-1 
Class A-1 Notes which ranges from 0.50% to 0.85% based on utilization. It is anticipated that the principal and 
interest on the Series 2015-1 Class A-1 Notes will be repaid in full on or prior to June 2020, subject to two additional 
one-year extensions. Following the anticipated repayment date (and any extensions thereof), additional interest will 
accrue on the Series 2015-1 Class A-1 Notes equal to 5.0% per year. As of January 3, 2016, $23.0 million of letters of 
credit were outstanding against the Series 2015-1 Class A-1 Notes, which relate primarily to interest reserves required 
under the Indenture. 


During the year ended January 3, 2016, the Company incurred debt issuance costs of $43.8 million in 
connection with the issuance of the Series 2015-1 Senior Notes. The debt issuance costs are being amortized to 
“Interest expense” through the Anticipated Repayment Dates of the Series 2015-1 Senior Notes utilizing the effective 
interest rate method. As of January 3, 2016, the effective interest rates, including the amortization of debt issuance 
costs, were 3.790%, 4.339% and 4.681% for the Class A-2-I Notes, Class A-2-II Notes and Class A-2-III Notes, 
respectively. 


The Series 2015-1 Senior Notes are subject to a series of covenants and restrictions customary for transactions 
of this type, including (i) that the Master Issuer maintains specified reserve accounts to be used to make required 
payments in respect of the Series 2015-1 Senior Notes, (ii) provisions relating to optional and mandatory 
prepayments and the related payment of specified amounts, including specified make-whole payments in the case of 
the Series 2015-1 Class A-2 Notes under certain circumstances, (iii) certain indemnification payments in the event, 
among other things, the assets pledged as collateral for the Series 2015-1 Senior Notes are in stated ways defective or 
ineffective and (iv) covenants relating to recordkeeping, access to information and similar matters. The Series 2015-1 
Senior Notes are also subject to customary rapid amortization events provided for in the Indenture, including events 
tied to failure to maintain stated debt service coverage ratios, the sum of global gross sales for specified restaurants 
being below certain levels on certain measurement dates, certain manager termination events, an event of default, and 
the failure to repay or refinance the Series 2015-1 Class A-2 Notes on the applicable scheduled maturity date. The 
Series 2015-1 Senior Notes are also subject to certain customary events of default, including events relating to 
non-payment of required interest, principal, or other amounts due on or with respect to the Series 2015-1 Senior 
Notes, failure to comply with covenants within certain time frames, certain bankruptcy events, breaches of specified 
representations and warranties, failure of security interests to be effective, and certain judgments. The Company was 
in compliance with these covenants as of January 3, 2016. 


In accordance with the Indenture, certain cash accounts have been established with the Indenture trustee for the 
benefit of the trustee and the noteholders, and are restricted in their use. As of January 3, 2016, Wendy’s Funding 
had restricted cash of $29.3 million, which primarily represented cash collections and cash reserves held by the trustee 
to be used for payments of principal, interest and commitment fees required for the Series 2015-1 Class A-2 Notes. 
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The proceeds from the issuance of the Series 2015-1 Class A-2 Notes, were used to repay all amounts 
outstanding on the Term A Loans and Term B Loans under the 2013 Restated Credit Agreement. In connection with 
the repayment of the Term A Loans and Term B Loans, Wendy’s terminated the related interest rate swaps with 
notional amounts totaling $350.0 million and $100.0 million, respectively, which had been designated as cash flow 
hedges. See Note 13 for more information on the interest rate swaps. As a result, the Company recorded a loss on 
early extinguishment of debt of $7.3 million during the second quarter of 2015, primarily consisting of the write-off 
of deferred costs related to the 2013 Restated Credit Agreement of $7.2 million and fees paid to terminate the related 
interest rate swaps of $0.1 million. 


Contractual Obligations 


The following table summarizes the expected payments under our outstanding contractual obligations at 
January 3, 2016: 


Fiscal Years 
2016 2017-2018 2019-2020 After 2020 Total 
Long-term debt obligations (a) .......... $119.7 $236.5 $1,025.9  $1,607.1 $2,989.2 
Capital lease obligations (b) ............. 11.5 23.4 26.2 197.2 258.3 
Operating lease obligations (c)........... 72.2 138.6 134.3 876.4 1,221.5 
Purchase obligations (d) ............... 49.5 14.4 16.2 6.9 87.0 
Other. nh Adcc0¢ doneewdeeedddk ede oe 8.6 0.6 — — 9.2 
Total (ec)... eee eee eee $261.5 $413.5 $1,202.6 $2,687.6 $4,565.2 


(a) Excludes capital lease obligations, which are shown separately in the table. The table includes interest of 
approximately $619.9 million. These amounts exclude the fair value adjustment related to Wendy’s 7% 
debentures assumed in the Wendy’s merger. 


(b) Excludes related sublease rental receipts of $381.1 million on capital lease obligations. The table includes interest 
of approximately $149.1 million for capital lease obligations. 


(c) Represents the minimum lease cash payments for operating lease obligations. Excludes aggregate related sublease 
rental receipts of $911.0 million on operating lease obligations. 


(d) Includes (1) $47.1 million for the remaining beverage purchase requirement under a beverage agreement, 
(2) $31.5 million for capital expenditures, (3) $7.4 million for utility commitments and (4) $1.0 million of other 
purchase obligations. 


(ce) Excludes obligation for unrecognized tax benefits, including interest and penalties, of $23.0 million. We are 
unable to predict when and if cash payments will be required. 


Capital Expenditures 


In 2015, cash capital expenditures amounted to $251.6 million and non-cash capital expenditures, consisting of 
capitalized lease obligations, amounted to $57.2 million. In 2016, we expect that cash capital expenditures will 
amount to approximately $140.0 million, principally relating to (1) reimaging company-owned restaurants, (2) the 
opening of new Image Activation company-owned restaurants, (3) technology, including consumer-facing restaurant 
technology, (4) maintenance capital expenditures for our company-owned restaurants and (5) various other capital 
projects. As of January 3, 2016, the Company had $31.5 million of outstanding commitments, included in “Accounts 
payable,” for capital expenditures expected to be paid in 2016. 


Dividends 


The Wendy’s Company paid quarterly cash dividends of $0.055 per share on its common stock aggregating 
$55.4 million in the first three quarters of 2015. In the fourth quarter of 2015, The Wendy’s Company paid a 
quarterly cash dividend of $0.06 per share on its common stock aggregating $16.4 million. During the first quarter of 
2016, The Wendy’s Company declared a dividend of $0.06 per share to be paid on March 15, 2016 to shareholders 
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of record as of March 1, 2016. If The Wendy’s Company pays regular quarterly cash dividends for the remainder of 
2016 at the same rate as declared in the first quarter of 2016, The Wendy’s Company’s total cash requirement for 
dividends for all of 2016 would be approximately $64.8 million based on the number of shares of its common stock 
outstanding at February 24, 2016. The Wendy’s Company currently intends to continue to declare and pay quarterly 
cash dividends; however, there can be no assurance that any additional quarterly dividends will be declared or paid or 
of the amount or timing of such dividends, if any. 


Stock Repurchases 


In August 2014, our Board of Directors authorized a repurchase program for up to $100.0 million of our 
common stock through December 31, 2015, when and if market conditions warrant and to the extent legally 
permissible. On June 1, 2015, our Board of Directors authorized a new repurchase program for up to 
$1,400.0 million of our common stock through January 1, 2017, when and if market conditions warrant and to the 
extent legally permissible. 


As part of the August 2014 authorization, $76.1 million remained available as of December 28, 2014. During 
the first and second quarters of 2015, the Company repurchased 5.7 million shares with an aggregate purchase price 
of $61.6 million, excluding commissions. During the third quarter of 2015, the Company repurchased $14.5 million 
through the accelerated share repurchase agreement described below. As a result, the $100.0 million share repurchase 
program authorized in August 2014 was completed. 


As part of the June 2015 authorization, the Company commenced an $850.0 million share repurchase program 
on June 3, 2015, which included (1) a modified Dutch auction tender offer to repurchase up to $639.0 million of our 
common stock and (2) a separate stock purchase agreement to repurchase up to $211.0 million of our common stock 
from the Trian Group. For additional information on the separate stock purchase agreement see “Executive 
Overview—Related Party Transactions” included herein. On June 30, 2015, the tender offer expired and on July 8, 
2015, the Company repurchased 55.8 million shares at $11.45 per share for an aggregate purchase price of 
$639.0 million. On July 17, 2015, the Company repurchased 18.4 million shares at $11.45 per share, pursuant to the 
separate stock purchase agreement, for an aggregate purchase price of $210.9 million. As a result, the $850.0 million 
share repurchase program that commenced on June 3, 2015 was completed during the third quarter of 2015. During 
2015, the Company incurred costs of $2.3 million in connection with the tender offer and Trian Group stock 
purchase agreement, which were recorded to treasury stock. 


In August 2015, the Company entered into an accelerated share repurchase agreement (the “ASR Agreement”) 
with a third-party financial institution to repurchase common stock as part of the Company’s existing share 
repurchase programs. Under the ASR Agreement, the Company paid the financial institution an initial purchase price 
of $164.5 million in cash and received an initial delivery of 14.4 million shares of common stock, representing an 
estimate of 85% of the total shares expected to be delivered under the ASR Agreement. The total number of shares of 
common stock ultimately purchased by the Company under the ASR Agreement was based on the average of the daily 
volume-weighted average prices of the common stock during the term of the ASR Agreement, less an agreed discount. 
On September 25, 2015, the Company completed the ASR Agreement and received an additional 3.6 million shares 
of common stock. During 2015, the Company incurred costs of $0.1 million in connection with the ASR Agreement, 
which were recorded to treasury stock. 


Also as part of the June 2015 authorization, the Company repurchased 2.1 million shares in 2015 with an 
ageregate purchase price of $22.0 million, excluding commissions, of which $1.7 million was accrued at January 3, 
2016. As of January 3, 2016, the Company had $378.2 million remaining availability under its June 2015 
authorization. Subsequent to January 3, 2016 through February 24, 2016, the Company repurchased 2.5 million 
shares for an aggregate purchase price of $24.8 million, excluding commissions. 


During 2014, the Company repurchased 3.0 million shares with an aggregate purchase price of $23.9 million, 
excluding commissions, as part of the August 2014 authorization. In January 2014, our Board of Directors authorized 
a repurchase program, which the Company fully utilized through completion of a modified Dutch auction tender 
offer on February 19, 2014 resulting in 29.7 million shares repurchased for an aggregate purchase price of 
$275.0 million. The Company incurred costs of $2.3 million in connection with the tender offer, which were 
recorded to treasury stock. 
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In November 2012, our Board of Directors authorized the repurchase of up to $100.0 million of our common 
stock through December 29, 2013. During 2013, the Company repurchased 8.7 million shares with an aggregate 
purchase price of $69.2 million, excluding commissions. The authorization for the repurchase program expired at the 
end of the 2013 fiscal year. 


Guarantees and Other Contingencies 


Year End 
2015 
Lease guarantees and contingent rent on leases (a) ...... 0... eee cee teens $40.3 
Recourse:on loans (b)) -2aceicie ned ce c-icidedea dard a dasoe hadnt ido week Gee ee ote DAW 11.2 
Letters of credit (C) ... ccc cece cece cence ete e nent nee ee teens eee nenes 36.5 
Total: scihsg Aadenindad ech Gre cack in esse nd See RGR A ried Weis ed od he hor acs $88.0 


(a) Wendy’s is contingently liable for certain leases and other obligations primarily from former company-owned 
restaurant locations now operated by franchisees amounting to $38.4 million as of January 3, 2016. These leases 
extend through 2050. In addition, Wendy’s is contingently liable for certain other leases which have been 
assigned to unrelated third parties, who have indemnified Wendy’s against future liabilities amounting to 
$1.9 million as of January 3, 2016. These leases expire on various dates through 2021. 


(b) Wendy’s provides loan guarantees to various lenders on behalf of franchisees under debt arrangements for new 
restaurant development and equipment financing to promote systemwide initiatives. Recourse on the majority of 
these loans is limited, generally to a percentage of the original loan amount or the current loan balance on 
individual franchisee loans or an aggregate minimum for the entire loan arrangement. 


During 2014, Wendy’s provided a C$2.3 million ($1.7 million as of January 3, 2016) guarantee to a lender on 
behalf of a franchisee, in connection with the sale of restaurants to the franchisee under the Company’s system 
optimization initiative. As a result, the total amount of the guarantee was recorded as a deferred gain in 2014 
and is included in “Other liabilities.” 


In addition during 2012, Wendy’s provided a $2.0 million guarantee to a lender for a franchisee, in connection 
with the refinancing of the franchisee’s debt which originated in 2007. Pursuant to the agreement, the guarantee 
is subject to an annual reduction over a five year period. As of January 3, 2016, the guarantee totaled 
$1.5 million. 


(c) The Company has outstanding letters of credit with various parties totaling $36.5 million, of which 
$13.2 million are cash collateralized. The Company does not expect any material loss to result from these letters 
of credit because we do not believe performance will be required. 


Inflation and Changing Prices 


We believe that general inflation did not have a significant effect on our consolidated results of operations, 
except as mentioned below for certain commodities, during the reporting periods. We manage any inflationary costs 
and commodity price increases through product mix and selective menu price increases. Delays in implementing such 
menu price increases and competitive pressures may limit our ability to recover such cost increases in the future. 
Inherent volatility experienced in certain commodity markets, such as those for beef, chicken and corn had a 
significant effect on our results of operations in 2014 and 2013 and may have an adverse effect on us in the future. 
The extent of any impact will depend on our ability and timing to increase food prices. 


Seasonality 


Wendy’s restaurant operations are moderately seasonal. Wendy’s average restaurant sales are normally higher 
during the summer months than during the winter months. Because the business is moderately seasonal, results for 
any quarter are not necessarily indicative of the results that may be achieved for any other quarter or for the full fiscal 
year. 
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Critical Accounting Policies and Estimates 


The preparation of our consolidated financial statements in conformity with accounting principles generally 
accepted in the United States of America requires us to make estimates and assumptions in applying our critical 
accounting policies that affect the reported amounts of assets and liabilities and the disclosure of contingent assets and 
liabilities at the date of the consolidated financial statements and the reported amount of revenues and expenses 
during the reporting period. Our estimates and assumptions affect, among other things, impairment of goodwill and 
indefinite-lived intangible assets, impairment of long-lived assets, restaurant dispositions, realizability of deferred tax 
assets, Federal and state income tax uncertainties and legal and environmental accruals. We evaluate those estimates 
and assumptions on an ongoing basis based on historical experience and on various other factors which we believe are 
reasonable under the circumstances. 


We believe that the following represent our more critical estimates and assumptions used in the preparation of 
our consolidated financial statements: 


¢ Impairment of goodwill and indefinite-lived intangible assets: 


For goodwill impairment testing purposes, Wendy’s includes two reporting units comprised of its 
(1) North America (defined as the United States of America and Canada) company-owned and franchise 
restaurants and (2) international franchise restaurants. As of January 3, 2016, all of Wendy’s goodwill of 
$770.8 million was associated with its North America restaurants since its international franchise 
restaurants goodwill was determined to be fully impaired during the fourth quarter of 2013. 


We test goodwill for impairment annually, or more frequently if events or changes in circumstances 
indicate that the asset may be impaired. We did not initially assess our goodwill for impairment using only 
qualitative factors in 2015 and, therefore, we performed our test for impairment using a two-step 
quantitative process. Under the first step, the fair value of the reporting unit is compared with its carrying 
value (including goodwill). If the fair value of the reporting unit is less than its carrying value, an 
indication of goodwill impairment exists for the reporting unit and we must perform step two of the 
impairment test (measurement). Step two of the impairment test, if necessary, requires the estimation of 
the fair value for the assets and liabilities of a reporting unit in order to calculate the implied fair value of 
the reporting unit’s goodwill. Under step two, an impairment loss is recognized to the extent the carrying 
amount of the reporting unit’s goodwill exceeds the implied fair value of goodwill. The fair value of the 
reporting unit is determined by management and is based on the results of (1) estimates we made 
regarding the present value of the anticipated cash flows associated with each reporting unit (the “income 
approach”) and (2) the indicated value of the reporting units based on a comparison and correlation of the 
Company and other similar companies (the “market approach”). 


The income approach, which considers factors unique to each of our reporting units and related long range 
plans that may not be comparable to other companies and that are not yet publicly available, is dependent 
on several critical management assumptions. These assumptions include estimates of future sales growth, 
gross margins, operating costs, income tax rates, terminal value growth rates, capital expenditures and the 
weighted average cost of capital (discount rate). Anticipated cash flows used under the income approach 
are developed every fourth quarter in conjunction with our annual budgeting process and also incorporate 
amounts and timing of future cash flows based on our long range plan. 


The discount rates used in the income approach are an estimate of the rate of return that a market 
participant would expect of each reporting unit. To select an appropriate rate for discounting the future 
earnings stream, a review is made of short-term interest rate yields of long-term corporate and government 
bonds, as well as the typical capital structure of companies in the industry. The discount rates used for 
each reporting unit may vary depending on the risk inherent in the cash flow projections, as well as the risk 
level that would be perceived by a market participant. A terminal value is included at the end of the 
projection period used in our discounted cash flow analyses to reflect the remaining value that each 
reporting unit is expected to generate. The terminal value represents the present value in the last year of the 
projection period of all subsequent cash flows into perpetuity. The terminal value growth rate is a key 
assumption used in determining the terminal value as it represents the annual growth of all subsequent 
cash flows into perpetuity. 
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Under the market approach, we apply the guideline company method in estimating fair value. The 
guideline company method makes use of market price data of corporations whose stock is actively traded 
in a public market. The corporations we selected as guideline companies are engaged in a similar line of 
business or are subject to similar financial and business risks, including the opportunity for growth. The 
guideline company method of the market approach provides an indication of value by relating the equity 
or invested capital (debt plus equity) of guideline companies to various measures of their earnings and cash 
flow, then applying such multiples to the business being valued. The result of applying the guideline 
company approach is adjusted based on the incremental value associated with a controlling interest in the 
business. This “control premium” represents the amount a new controlling shareholder would pay for the 
benefits resulting from synergies and other potential benefits derived from controlling the enterprise. 


We performed our annual goodwill impairment test in the fourth quarter of 2015. Our assessment of 
goodwill of our Wendy’s North America restaurants indicated that there had been no impairment and the 
fair value of this reporting unit of $5,317.0 million was approximately 75% in excess of its carrying value. 


Our indefinite-lived intangible assets represent trademarks and totaled $903.0 million as of January 3, 
2016. We test indefinite-lived intangible assets for impairment annually, or more frequently if events or 
changes in circumstances indicate that the assets may be impaired. We did not initially assess our 
indefinite-lived intangibles for impairment using only qualitative factors in 2015 and, therefore, we 
performed our test for impairment using a quantitative process. Our quantitative process includes 
comparing the carrying value to the fair value of our indefinite-lived intangible assets, with any excess 
recognized as an impairment loss. Our critical estimates in the determination of the fair value of our 
indefinite-lived intangible assets include the anticipated future revenues of company-owned and franchised 
restaurants and the resulting cash flows. 


We performed our annual indefinite-lived intangible asset impairment test in the fourth quarter of 2015, 
which indicated that there had been no impairment. 


The estimated fair values of our goodwill reporting units and indefinite-lived intangible assets are subject 
to change as a result of many factors including, among others, any changes in our business plans, changing 
economic conditions and the competitive environment. Should actual cash flows and our future estimates 
vary adversely from those estimates we use, we may be required to recognize impairment charges in future 
years. 


¢ Impairment of long-lived assets: 


As of January 3, 2016, the net carrying value of our long-lived tangible and definite-lived intangible assets 
were $1,227.9 million and $436.6 million, respectively. Our long-lived assets include (1) properties and 
related definite-lived intangible assets (e.g. favorable leases) that are leased and/or subleased to franchisees 
and (2) company-owned restaurant assets and related definite-lived intangible assets, which include 
favorable leases and reacquired rights under franchise agreements. 


We review our long-lived assets for impairment whenever events or changes in circumstances indicate that 
the carrying amount of an asset may not be recoverable. We assess the recoverability of our long-lived 
assets by comparing the carrying amount of the asset group to future undiscounted net cash flows expected 
to be generated through leases and/or subleases or by our individual company-owned restaurants. If the 
carrying amount of the long-lived asset group is not recoverable on an undiscounted cash flow basis, then 
impairment is recognized to the extent that the carrying amount exceeds its fair value and is included in 
“Impairment of long-lived assets.” Our critical estimates in this review process include the anticipated 
future cash flows from leases and/or subleases or individual company-owned restaurants, which is used in 
assessing the recoverability of the respective long-lived assets. Our impairment losses principally reflect 
impairment charges resulting from leasing and/or subleasing long-lived assets to franchisees in connection 
with the sale or anticipated sale of restaurants. 


Our fair value estimates are subject to change as a result of many factors including, among others, any 
changes in our business plans, changing economic conditions and the competitive environment. Should 
actual cash flows and our future estimates vary adversely from those estimates we used, we may be required 
to recognize additional impairment charges in future years. 


¢ Restaurant dispositions: 


In connection with the sale of company-owned restaurants to franchisees, the Company typically enters 
into several agreements, in addition to an asset purchase agreement, with franchisees including franchise, 
development, relationship and lease agreements. See “Franchised Restaurants” in Item 1 herein, for further 
information regarding these agreements. The Company typically sells restaurants’ cash, inventory and 
equipment and retains ownership or the leasehold interest to the real estate to lease and/or sublease to the 
franchisee. The Company has determined that its restaurant dispositions usually represent 
multiple-element arrangements, and as such, the cash consideration received is allocated to the separate 
elements based on their relative selling price. Cash consideration generally includes up-front consideration 
for the sale of the restaurants, technical assistance fees and development fees and future cash consideration 
for royalties and lease payments. The Company considers the future lease payments in allocating the initial 
cash consideration received. The Company obtains third-party evidence to estimate the relative selling 
price of the stated rent under the lease and/or sublease agreements which is primarily based upon 
comparable market rents. Based on the Company’s review of the third-party evidence the Company 
records favorable or unfavorable lease assets/liabilities with a corresponding offset to the gain or loss on the 
sale of the restaurants. The cash consideration per restaurant for technical assistance fees and development 
fees is consistent with the amounts stated in the related franchise agreements which are charged for 
separate standalone arrangements. Therefore, the Company recognizes the technical assistance and 
development fees when earned. Future royalty income is also recognized in revenue as earned. See 
“Revenue Recognition” in Note 1 of the Financial Statements and Supplementary Data contained in 
Item 8 for further information. 


* Our ability to realize deferred tax assets: 


We account for income taxes under the asset and liability method. A deferred tax asset or liability is 
recognized whenever there are (1) future tax effects from temporary differences between the financial 
statement carrying amounts of existing assets and liabilities and their respective tax bases and (2) operating 
loss, capital loss and tax credit carryforwards. Deferred tax assets and liabilities are measured using enacted 
tax rates expected to apply to the years in which those differences are expected to be recovered or settled. 


Deferred tax assets are recognized to the extent the Company believes these assets will more likely than not 
be realized. In evaluating the realizability of deferred tax assets, the Company considers all available 
positive and negative evidence, including the interaction and the timing of future reversals of existing 
temporary differences, recent operating results, tax-planning strategies, and projected future taxable 
income. In projecting future taxable income, we begin with historical results from continuing operations 
and incorporate assumptions including future operating income, the reversal of temporary differences and 
the implementation of feasible and prudent tax planning strategies. These assumptions require significant 
judgment and are consistent with the plans and estimates we are using to manage our underlying business. 
In evaluating the objective evidence that historical results provide, we consider three years of cumulative 
operating income. 


When considered necessary, a valuation allowance is recorded to reduce the carrying amount of the 
deferred tax assets to their anticipated realizable value. Our evaluation of the realizability of our deferred 
tax assets is subject to change as a result of many factors including, among others, any changes in our 
business plans, changing economic conditions, the competitive environment and the effect of future tax 
legislation. Should future taxable income vary from projected taxable income, we may be required to adjust 
our valuation allowance in future years. 


Net operating loss and credit carryforwards are subject to various limitations and carryforward periods. As 
of January 3, 2016 we have U.S. federal foreign tax credits of $20.8 million which will begin to expire in 
2021. In addition, as of January 3, 2016 we have state net operating loss carryforwards of $944.3 million 
which began expiring in 2016. We believe it is more likely than not that the benefit from certain state net 
operating loss carryforwards and foreign tax credits will not be realized. In recognition of this risk, we have 
provided a valuation allowance of $17.1 million. 
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e Income tax uncertainties: 


We measure income tax uncertainties in accordance with a two-step process of evaluating a tax position. 
We first determine if it is more likely than not that a tax position will be sustained upon examination 
based on the technical merits of the position. A tax position that meets the more-likely-than-not 
recognition threshold is then measured, for purposes of financial statement recognition, as the largest 
amount that has a greater than 50% likelihood of being realized upon effective settlement. We have 
unrecognized tax benefits of $21.2 million, which if resolved favorably would reduce our tax expense by 
$15.8 million at January 3, 2016. 


We accrue interest related to uncertain tax positions in “Interest expense” and penalties in “General and 
administrative.” At January 3, 2016, we had $1.2 million accrued for interest and $0.6 million accrued for 
penalties. 


The Company participates in the Internal Revenue Service (the “IRS”) Compliance Assurance Process 
(“CAP”). As part of CAP, tax years are examined on a contemporaneous basis so that all or most issues are 
resolved prior to the filing of the tax return. As such, our tax returns for fiscal years 2009 through 2014 
have been settled. Certain of the Company’s state income tax returns from its 2011 fiscal year and forward 
remain subject to examination. We believe that adequate provisions have been made for any liabilities, 
including interest and penalties that may result from the completion of these examinations. 


¢ Legal and environmental accruals: 


We are involved in litigation and claims incidental to our current and prior businesses. We provide 
accruals for such litigation and claims when payment is probable and reasonably estimable. Most 
proceedings are in preliminary stages, with various motions either yet to be submitted or pending, 
discovery yet to occur and significant factual matters unresolved. In addition, most cases seek an 
indeterminate amount of damages and many involve multiple parties. Predicting the outcomes of 
settlement discussions or judicial or arbitral decisions are thus inherently difficult. We review our 
assumptions and estimates each quarter based on new developments, changes in applicable law and other 
relevant factors and revise our accruals accordingly. 


Item 7A. Quantitative and Qualitative Disclosures about Market Risk. 


Certain statements the Company makes under this Item 7A constitute “forward-looking statements” under the 
Private Securities Litigation Reform Act of 1995. See “Special Note Regarding Forward-Looking Statements and 
Projections” in “Part I” preceding “Item 1.” 


We are exposed to the impact of interest rate changes, changes in commodity prices and foreign currency 
fluctuations primarily related to the Canadian dollar. In the normal course of business, we employ established policies 
and procedures to manage our exposure to these changes using financial instruments we deem appropriate. 


Interest Rate Risk 


Our objective in managing our exposure to interest rate changes is to limit the impact on our earnings and cash 
flows. Our policies prohibit the use of derivative instruments for trading purposes and we had no outstanding 
derivative instruments as of January 3, 2016. 


As discussed in “Item 7. Management’s Discussion and Analysis of Financial Condition and Results of 
Operations” under “Liquidity and Capital Resources,” the Company completed a $2,275.0 million securitized 
financing facility on June 1, 2015. The proceeds were used to repay all amounts outstanding on the Term A Loans 
and Term B Loans under the Company’s 2013 Restated Credit Agreement. In connection with the repayment of the 
Term A Loans and Term B Loans, the Company terminated the related interest rate swaps with notional amounts 
totaling $350.0 million and $100.0 million, respectively, which had been designated as cash flow hedges. The 
unrealized loss on the cash flow hedges at termination of $7.3 million is being reclassified on a straight-line basis from 
“Accumulated other comprehensive loss” to “Interest expense” beginning June 30, 2015, the original effective date of 
the interest rate swaps through December 31, 2017, the original maturity date of the interest rate swaps. 
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The securitized financing facility includes the Series 2015-1 Class A-2 Notes, which are comprised of fixed 
interest rate notes, and the Series 2015-1 Class A-1 Notes, which allow for the issuance up to $150.0 million of 
variable funding notes. The Series 2015-1 Class A-2 Notes bear fixed-rate interest at rates higher than our historical 
effective interest rates on our variable interest rate Term A Loans and Term B Loans. In addition, the principal 
amounts outstanding on the Series 2015-1 Class A-2 Notes significantly exceed the amounts that were outstanding on 
the Term A Loans and Term B Loans. The final legal maturity date of substantially all of the Series 2015-1 Senior 
Notes is in 2045; however, the anticipated repayment dates of the Series 2015-1 Senior Notes range from 2019 
through 2025, which is up to six years longer than the prior Term A Loans and Term B Loans. 


Consequently, our long-term debt, including current portion, aggregated $2,465.5 million and consisted of 
$2,356.4 million of fixed-rate debt and $109.1 million of capital lease obligations, as of January 3, 2016 (excluding 
unamortized debt issuance costs). These changes to the Company’s debt structure have reduced its exposure to 
interest rate increases that could adversely affect its earnings and cash flows. The Company is exposed to interest rate 
increases on borrowings under the Series 2015-1 Class A-1 Notes. However, as of January 3, 2016, the Company had 
no outstanding borrowings under its Series 2015-1 Class A-1 Notes. 


Commodity Price Risk 


We purchase certain food products, such as beef, chicken, corn, pork and cheese, that are affected by changes in 
commodity prices and, as a result, we are subject to variability in our food costs. QSCC, a purchasing co-op 
negotiates contracts with approved suppliers on behalf of the Wendy’s system in order to ensure favorable pricing for 
its major food products, as well as maintain an adequate supply of fresh food products. While price volatility can 
occur, which would impact profit margins, the purchasing contracts may limit the variability of these commodity 
costs without establishing any firm purchase commitments by us or our franchisees. In addition, there are generally 
alternative suppliers available. Our ability to recover increased costs through higher pricing is, at times, limited by the 
competitive environment in which we operate. Management monitors our exposure to commodity price risk. 


Foreign Currency Risk 


Our exposures to foreign currency risk are primarily related to fluctuations in the Canadian dollar relative to the 
USS. dollar for our Canadian operations. We monitor these exposures and periodically determine our need for the use of 
strategies intended to lessen or limit our exposure to these fluctuations. We have exposure related to our investment in a 
Canadian subsidiary which is subject to foreign currency fluctuations. Our Canadian subsidiary exposures relate to its 
franchise and administrative operations and company-owned restaurant operations through the second quarter of 2015 
when we completed the sale of such restaurants to franchisees. The exposure to Canadian dollar exchange rates on the 
Company’s cash flows primarily includes imports paid for by Canadian operations in U.S. dollars and payments from the 
Company’s Canadian operations to the Company’s U.S. operations in U.S. dollars. Revenues from our Canadian 
franchise operations for the years ended January 3, 2016 and December 28, 2014 represented 10% and 7% of our total 
franchise revenues, respectively. Revenues from our Canadian operations for the years ended January 3, 2016 and 
December 28, 2014 represented 6% and 12% of our total revenues, respectively. Accordingly, an immediate 10% 
change in Canadian dollar exchange rates versus the U.S. dollar from their levels at January 3, 2016 and December 28, 
2014 would not have a material effect on our consolidated financial position or results of operations. 
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Item 8. Financial Statements and Supplementary Data. 


THE WENDY’S COMPANY AND SUBSIDIARIES 
INDEX TO CONSOLIDATED FINANCIAL STATEMENTS 
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM 


To the Board of Directors and Stockholders of 
The Wendy’s Company 
Dublin, Ohio 


We have audited the accompanying consolidated balance sheets of The Wendy’s Company and subsidiaries (the 
“Company”) as of January 3, 2016 and December 28, 2014, and the related consolidated statements of operations, 
comprehensive income, stockholders’ equity, and cash flows for each of the three years in the period ended January 3, 
2016. These financial statements are the responsibility of the Company’s management. Our responsibility is to 
express an opinion on these financial statements based on our audits. 


We conducted our audits in accordance with the standards of the Public Company Accounting Oversight 
Board (United States). Those standards require that we plan and perform the audit to obtain reasonable assurance 
about whether the financial statements are free of material misstatement. An audit includes examining, on a test basis, 
evidence supporting the amounts and disclosures in the financial statements. An audit also includes assessing the 
accounting principles used and significant estimates made by management, as well as evaluating the overall financial 
statement presentation. We believe that our audits provide a reasonable basis for our opinion. 


In our opinion, such consolidated financial statements present fairly, in all material respects, the financial 
position of The Wendy’s Company and subsidiaries as of January 3, 2016 and December 28, 2014, and the results of 
their operations and their cash flows for each of the three years in the period ended January 3, 2016, in conformity 
with accounting principles generally accepted in the United States of America. 


We have also audited, in accordance with the standards of the Public Company Accounting Oversight Board 
(United States), the Company’s internal control over financial reporting as of January 3, 2016, based on the criteria 
established in Internal Control — Integrated Framework (2013) issued by the Committee of Sponsoring Organizations 
of the Treadway Commission, and our report dated March 3, 2016, expressed an unqualified opinion on the 
Company’s internal control over financial reporting. 


/s/ Deloitte & Touche LLP 


Columbus, Ohio 
March 3, 2016 
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THE WENDY’S COMPANY AND SUBSIDIARIES 


CONSOLIDATED BALANCE SHEETS 
(In Thousands) 


January 3, December 28, 
2016 2014 
ASSETS 
Current assets: 
Cashrand.cashiequtvalemts® sc cc. gsis od dcetndced st side's! ab eudlelas tee 9 Ghana ts Goda $ 327,216 $ 267,112 
Accounts and notes receivable 2.0.0.0... ccc cece cece ene nen n tees 104,854 68,211 
InventOries 6... ee enn cnet nen n teen eens 4,312 6,861 
Prepaid expenses and other current assets 1.02... 112,788 72,258 
Deferred income tax benefit 2.0.0... 0c ccc ene teen ees — 73,661 
Advertising funds restricted assets 2.0... eee eee eens 67,399 65,308 
Current assets of discontinued operations ........ 0. e eee eee eee — 8,691 
Total current assets 2... 00. ccs cece cee nce eee e ene teeeereesteenees 616,569 562,102 
PEGDERIES: oder Seen btn oo. e weariness Saag tens Seed aw ete acne tees Gee 1,227,944 1,241,170 
Good Will asa vin 4 cede ddd edd a he hk Fades a See ea eae BS 770,781 822,562 
Other iitangible assets i code nse da eyes Hee Gees Meet res teAme rs kee oh AE 1,339,587 1,351,307 
IVES NES 3-06. 5-0-5 acto iaetn nerds Greta airethg Odea Grbac ede ban asea Gera wee ee ded 58,369 74,054 
OSE ASSES: 5 tice tc 5h Sane tg Reau WS Ree eels dae le Buse Gk aah waa S Ola RE SS OE Ade 95,470 56,272 
Noncurrent assets of discontinued operations ......... 0... c eee ce eee eee eee — 30,132 
TO talsassets: accross Grenechs haan sea cotans susewereya ecntataes aaa sthenerare Be che has $ 4,108,720 $4,137,599 
LIABILITIES AND STOCKHOLDERS’ EQUITY 
Current liabilities: 
Current portion of long-term debt ...... 6.0... eee eee cee $ 23,290 $ 53,202 
ACCOUNTS Payable og isnessaidins ceo whew acpaigiaeogsecd anacelhtdiaenet) daw A etdabuaee daub Be srandue is 53,681 77,309 
Accrued expenses and other current liabilities ..... 0.0.00... eee eee ee eee 124,404 125,880 
Advertising funds restricted liabilities 20... 0... eee eee 67,399 65,308 
Current liabilities of discontinued operations .......... 0.0. c cee eee eee — 18,525 
Total current liabilities: oc.cjoc:sa side dere enced iogy soak Shera 6 aa ow whe 268,774 340,224 
Long-term debt i3-15.ccieces 4 nian gties bees edie he dieeavabieeeiayeees 2,402,823 1,384,972 
Weferted incOMmie taxes: 22.0 ic.6 ois idle va SUA Me diba au ane Pease dias 459,713 493,843 
Other liabilities: 24-44 ceeds bees Sites 4 Sh A A Cae Se aes 224,496 199,833 
Noncurrent liabilities of discontinued operations ........ 0... e cece eee eee eee — 1,151 
Potala bilities, <):icca-dndeacecson catia aacactateivecsca a babe a Nig Bare ach eee 3,355,806 2,420,023 
Commitments and contingencies ... 0... eee cnet eens 
Stockholdets: equitys (2)... fiiue-s25-deg'ass-peus:s Bhaad ie ad oneal dies ate-eaaale an gehea gu eanes 
Common stock, $0.10 par value; 1,500,000 shares authorized; 
470,424 shares issued 0.1... cc eee ee en ene teens 47,042 47,042 
Additional paid-in capital»... cence eens 2,874,752 2,826,965 
Accumulated deficit... 0.0.00. ccc ccc cent nent net n ee nnees (356,632) (445,917) 
Common stock held in treasury, at COSt.... 1... eee nee eee ee (1,741,425) (679,220) 
Accumulated other comprehensive loss ........ 0... c eee eee eee eee (70,823) (31,294) 
Total stockholders’ equity 2... 0. eee eee tenes 752,914 1,717,576 
Total liabilities and stockholders’ equity ....... 0... eee eee eee eee $ 4,108,720 $4,137,599 


See accompanying notes to consolidated financial statements. 
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THE WENDY’S COMPANY AND SUBSIDIARIES 
CONSOLIDATED STATEMENTS OF OPERATIONS 


(In Thousands Except Per Share Amounts) 


Revenues: 


Sales) 5-cesie ican ec leek wee wd eat wee Canal aa wee whaler tarde e ae once 


Costs and expenses: 


OSE OE SALES Bie tet as rc ee yc ce cere weet etme coe eae pete eat eae 


Depreciation and amortization .... 0.0.6... eee eee eee 
System optimization gains, Net 2... 6... ee eee ee eee 
Reorganization and realignment costs ......... 00. e ee eee 
Impairment of long-lived assets... 6... eee eee eee ee 
Impairment of goodwill ........ 00. 
Other operating expetise, Net: ...eccv evi d aera iGaveeds.abee os 


Opérating profit <..c.0dcc0n adh eater addon gees 


JAtERESE EXPENSE: 5 so.c.9iesraceoeriehendngne Sevag ee. eu gulag dae ale eras Qugelecend ave ieds 
Loss on early extinguishment of debt .......... 0... e cece eee eee 
Investment income, net 1.6... . eee eect teens 
Other income (expense), net... 6. cee teenies 


Income from continuing operations before income taxes and 
noncontrolling interests 2.2... ... eee eee eee eee 


Provision for income taxes 1.0.0... cece eet eee nee 


Income from continuing operations ............0000 ee eee 


Discontinued operations: 


Income (loss) from discontinued operations, net of income taxes .... 
Gain on disposal of discontinued operations, net of income taxes .... 


Net income (loss) from discontinued operations ............. 


Net income attributable to 


The Wendy’s Company ..............0000 00s 


Basic income (loss) per share attributable to The Wendy’s Company: 


Continuing Operations c-.scneeiad we aces de eae deny Gutrerere- arenes 
Discontinued operations ........ 00.0. eee 
Net Income isi. civ ga bets dee eG as cade ee eed 


Diluted income (loss) per share attributable to The Wendy’s Company: 


Continuing operations: 2... 6c0ce vee ah eae ees ae te cet weed 
Discontinued operations ......... 0.0 eee eee 
Net inGome:; +4 cists foeccetete diel a aca Dated paw aed Beans 


Year Ended 

January 3, December 28, December 29, 

2016 2014 2013 
$1,438,802 $1,608,455 $2,102,881 
431,495 390,047 320,788 
1,870,297 1,998,502 2,423,669 
1,184,073 1,355,086 1,780,931 
256,553 260,732 291,544 
145,051 153,882 175,391 
(74,009) (91,510) (51,276) 
21,910 31,903 37,017 
25,001 19,613 36,385 
— — 9,397 
37,248 26,208 4,950 
1,595,827 1,755,914 2,284,339 
274,470 242,588 139,330 
(86,067) (51,994) (68,644) 
(7,295) — (28,563) 
52,214 1,199 23,565 
806 747 (2,096) 
234,128 192,540 63,592 
(94,149) (76,116) (16,057) 
139,979 116,424 47,535 
10,494 5,010 (2,903) 
10,669 — = 
21,163 5,010 (2,903) 
161,142 121,434 44,632 
— — 855 
$ 161,142 $ 121,434 $ 45,487 
$ 43 $ 31 $ 12 
.07 01 (.01) 
$ 50 $ 33 $ sl2 
$ 43 $ 31 $ it2 
.06 01 (.01) 
$ AD $ 32 $ a) 


See accompanying notes to consolidated financial statements. 
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THE WENDY’S COMPANY AND SUBSIDIARIES 


CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME 
(In Thousands) 


Year Ended 
January 3, | December 28, December 29, 
2016 2014 id 
INet INCOME! cba el dada acd SEaeeaig Sracbed anda gtelapd vale aca acts ackebtvalaeaee ad Seota $161,142 $121,434 $ 44,632 
Other comprehensive loss, net: 
Foreign currency translation adjustment ........... 0.0000 (37,800) (18,560) (16,271) 
Change in unrecognized pension loss, net of income tax benefit 
(provision) of $125, $(160) and $37, respectively ..............0-. (202) 391 (62) 
Effect of cash flow hedges, net of income tax benefit (provision) of $918, 
$1,767 and $(468), respectively 6.0... ee eee eee (1,527) (2,788) 744 
Other comprehensive loss, net»... 0... eee eee eee (39,529) (20,957) (15,589) 
Comprehensive income ved v2sous weeds 6oe pawed eee eee seas 121,613 100,477 29,043 
Comprehensive loss attributable to noncontrolling interests 


wets — 126 
Comprehensive income attributable to 


The Wendy’s Company 


ssiassh olan cone lepeecers: aud Suedent arddep eeaeacocene $121,613 $100,477 $ 29,169 


See accompanying notes to consolidated financial statements. 


THE WENDY’S COMPANY AND SUBSIDIARIES 


CONSOLIDATED STATEMENTS OF STOCKHOLDERS’ EQUITY 
(In Thousands) 


Attributable to The Wendy’s Company 


Common Accumulated 
Additional Stock Other 
Common Paid-In Accumulated Held in Comprehensive Noncontrolling 
Stock Capital Deficit Treasury Income (Loss) Interests Total 
Balance at December 30, 2012........ $47,042 $2,782,765 $(467,007) $ (382,926) $ 5,981 $ — $ 1,985,855 
Net income (loss) ............4. — — 45,487 — — (855) 44,632 
Other comprehensive (loss) income, 

MEt e.; sasdhedactenaveoasaaacduetacaces _ —_ = — (16,318) 729 (15,589) 
Cash dividends ..............4. — — (70,681) — — — (70,681) 
Repurchases of common stock .... = — — (69,320) = — (69,320) 
Share-based compensation ....... _ 19,613 —_— — _ — 19,613 
Common stock issued upon 

exercises of stock options ...... — (1,665) — 41,645 — — 39,980 
Common stock issued upon vesting 

of restricted shares ........... — (2,868) — 981 — — (1,887) 
Tax charge from share-based 

compensation ............... — (3,431) — — — — (3,431) 
Consolidation of the JapanJV .... — — = — — (2,735) (2,735) 
Contributions from noncontrolling 

RELESUS gga cud esartatonavennuarteens tue — — = — — 219 219 
Deconsolidation of the Japan JV .. — — — — — 2,642 2,642 
Othe Soyes.eie ds ceca dob esa bade: — 31 (14) 171 — — 188 

Balance at December 29, 2013 ........ 47,042 2,794,445 (492,215) (409,449) (10,337) — 1,929,486 
Net income ............000005 — = 121,434 — — — 121,434 
Other comprehensive loss, net .... — — = — (20,957) — (20,957) 
Cash dividends ..............4. — — (75,117) — — — (75,117) 
Repurchases of common stock .... — — — (301,216) — — (301,216) 
Share-based compensation ....... — 28,243 — — — — 28,243 
Common stock issued upon 

exercises of stock options ...... — 3,485 _— 27,290 — — 30,775 
Common stock issued upon vesting 

of restricted shares ........... — (7,812) — 4,006 — — (3,806) 
Tax benefit from share-based 

compensation ............... — 8,546 = — —_ — 8,546 
Other 6.3 c3iccantadare aad a acnes — 58 (19) 149 — — 188 

Balance at December 28, 2014........ 47,042 2,826,965 (445,917) (679,220) (31,294) = 1,717,576 
NEt AMGOME: cies ces dc ste earacd Bass — — 161,142 — — —— 161,142 
Other comprehensive loss, net .... — a — = (39,529) = (39,529) 
Cash dividends ................ — — (71,845) — — — (71,845) 
Repurchases of common stock .... — — — (1,100,417) — — (1,100,417) 
Share-based compensation ....... — 23,231 — — — — 23,231 
Common stock issued upon 

exercises of stock options ...... — (6,719) = 29,954 — — 235235 
Common stock issued upon vesting 

of restricted shares ........... — (15,502) — 8,105 — — (7,397) 
Tax benefit from share-based 

compensation ............... —_ 46,718 — — == — 46,718 
Other sib deta svad paced —_— 59 (12) 153 — — 200 

Balance at January 3, 2016........... $47,042 $2,874,752 $(356,632) $(1,741,425) $(70,823) $ — $ 752,914 


See accompanying notes to consolidated financial statements. 
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THE WENDY’S COMPANY AND SUBSIDIARIES 


CONSOLIDATED STATEMENTS OF CASH FLOWS 
(In Thousands) 


Cash flows from operating activities: 
INGE COMME: 2.4. esse deg ceeinecganesscdtht acecesaeoueeerare aie aoung dake dae ae eet 
Adjustments to reconcile net income to net cash provided by 
operating activities: 

Depreciation and amortization ............ 00 eee eee ee ee 
Share-based compensation ..........0 000 cece cece eens 
Impairment (see below) .. 0.0.0... eee eee eee 
Deferred income taX 1... 0... cece cc cee eee 
Excess tax benefits from share-based compensation .......... 
Non-cash rent expense, net ..... 0... eee eee eee eee 
Net (recognition) receipt of deferred vendor incentives ....... 
Gain on ion net (see below) ........ 0.00.00 e eee 
(Gain) loss on sale of investments, net .......... 0.0.0 ee eee 
Distributions received from TimWen joint venture .......... 
Equity in earnings in joint ventures, net ..............000, 
Long-term debt-related activities, net (see below) ........... 
Other, Met y.iie xs taad acid al see nlecd onto a eee log et wads 

Changes in operating assets and liabilities: 
Restricted ‘Cash... ¢.0:isa deans eae oboe wiewwe cade bas 
Accounts and notes receivable ..........0.0 0000 eee ee 
THA VERCOELES: o.ic.ss eed dbcsd ee deo de Sess oo dee wig eieewe ied auad Karoo oek 
Prepaid expenses and other current assets ............. 
Accounts payable. ...s.cs4cenes edges poate eet ees 
Accrued expenses and other current liabilities .......... 


Net cash provided by operating activities .......... 


Cash flows from investing activities: 
Capital expenditures. 22 4.46.<s.8 eta dewteetete seal aueeas 
ACQUISITIONS fi s.dss cigs need See hia eng ete s eee ee Sida ara eS 
DiSpOSitiONs isis, oa. oes sone Giteneiea dee easier Wed aie age 
Proceeds from sale of the Bakery ........... 000 cee eee ee 
Changes in restricted cash 1.0... . ee ee eee ee eee 
Notes receivable, net 1... 0.6... cece eee eee eens 
Investment activities, net (see below) ............0 0000 eee 


Net cash provided by (used in) investing activities ... 


Cash flows from financing activities: 
Proceeds from long-term debt ............. 000 
Repayments of long-term debt ........... 0.000.000 e eee 
Change imreéstricted cash 2.65465: 54aneenees esereagare’ 
Defetred financifig-costs: wc cc4ce geeesnasew een ctanrss 
Premium payment on redemption of notes .............-.. 
Proceeds from termination of interest rate swaps ............ 
Repurchases of common stock .......... 000 ee eee eee eee 
Dividends: ni ledavghite gies setia cue hae. eee emans 6 
Proceeds from stock option exercises»... 0... eee eee ee eee 
Excess tax benefits from share-based compensation .......... 
Other, Ut s5.2 es ceeds oe $5 25.8 acest netne ieee a els Bees 


Net cash used in financing activities ............. 


Net cash provided by (used in) operations before effect of exchange rate 
Changes 08° CaSh tt Sieaeh oe hey ee NS eae 
Effect of exchange rate changes on cash ... 0... eee ee eee 


Net increase (decrease) in cash and cash equivalents .............0005 
Cash and cash equivalents at beginning of period ................04, 


Cash and cash equivalents at end of period ............ 00 eee eee 
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Year Ended 
January 3, December 28, December 29, 
oe 2014 “ 
$ 161,142 $121,434 $ 44,632 
153,732 159,860 200,219 
23,231 28,243 19,613 
25,001 19,613 45,782 
89,026 69,540 12,853 
(49,613) (9,363) — 
3,364 1,951 8,152 
(2,559) 4,063 6,318 
(99,570) (91,579) (49,714) 
(335) (975) 799 
12,451 13,896 14,116 
(9,205) (10,176) (9,722) 
8,075 3,625 36,992 
(4,318) (11,686) (8,908) 
(23,640) — — 
(52,620) (2,763) 174 
(62) 706 1,477 
(5,409) (2,976) (4,626) 
(7,787) (3,105) (380) 
(8,424) (35,532) 12,070 
212,480 254,776 329,847 
(251,622) (298,471) (224,245) 
(1,232) (53,954) (4,612) 
204,388 161,386 149,112 
78,408 — — 
3,634 1,750 (18,593) 
3,289 434 (43) 
(1,485) 1,043 21,691 
35,380 (187,812) (76,690) 
2,294,000 — 575,000 
(1,327,223) (38,380) (590,293) 
(5,687) _ — 
(43,817) — (7,684) 
— — (8,439) 
— — 5,708 
(1,098,717) (301,216) (69,320) 
(71,845) (75,117) (70,681) 
27,952 30,788 42,370 
49,613 9,363 — 
— = 438 
(175,724) (374,562) (122,901) 
72,136 (307,598) 130,256 
(12,196) (5,278) (3,465) 
59,940 (312,876) 126,791 
267,276 580,152 453,361 
$ 327,216 $267,276 $580,152 


THE WENDY’S COMPANY AND SUBSIDIARIES 
CONSOLIDATED STATEMENTS OF CASH FLOWS—CONTINUED 
(In Thousands) 


Detail of cash flows from operating activities: 
Impairment: 
Impairment of long-lived assets ...... 0... eee eee eee eee 
Impairment of goodwill ...... 0.0... cee eee eee 


Gain on dispositions, net: 
Gain on sales of restaurants, net... 0.0... eee ee eee 
Gain on disposal of the Bakery ............. 00 ee eee eee 
Loss on disposal of the JapanJV 1.2... .. eee eee eee eee 


Long-term debt-related activities, net 
Accretion of long-term debt ......... 0.000. c cece eee eee 
Amortization of deferred financing costs ..............000. 
Loss on early extinguishment of debt................0000. 
Payments for termination of cash flow hedges .............. 
Reclassification of unrealized losses on cash flow hedges ...... 


Detail of cash flows from investing activities: 
Investment activities, net: 
Proceeds from sales of investments. ...........000 cece eeu 
Payments for investments ......... 00000 c cece ee eee eee 
Dividend from Arby’s 1.0.0.0... eee eee eee 


Supplemental cash flow information: 
Cash paid for: 


Tite rest: 555-600. eotdineod bed gd ans Maw Aa Goa nae does 


Supplemental non-cash investing and financing activities: 
Capital expenditures included in accounts payable .............. 


Capitalized lease:obligations: 5.22003 sae saneasseaea se goes gales s 


Notes receivable... 0... ec cece eee eee nae 


Year Ended 

January 3, December 28, December 29, 

2016 2014 2013 
$ 25,001 $ 19,613 $ 36,385 
— a 95397 
$ 25,001 $ 19,613 $ 45,782 
$ (74,041) $ (91,579) $ (51,372) 
(25,529) a —_— 
— — 1,658 
$ (99,570) $ (91,579) $ (49,714) 
$ 1,204 $ 1,187 $ 5,942 
5,426 2,438 2,487 
7,295 — 28,563 
(7,337) = = 
1,487 — — 
$ 8,075 $ 3,625 $ 36,992 
$ 621 $$ 2,193 $ 2,691 
(2,106) (1,150) — 
— — 19,000 
$ (1,485) $ 1,043 $ 21,691 
$ 84,326 $ 52,357 $ 64,749 
$ 41,275 $ 15,826 $ 6,948 
$ 31,468 $ 45,409 $ 41,713 
$ 57,226 $ 22,255 $ 10,767 
$ — $ 3,934 $ — 


See accompanying notes to consolidated financial statements. 
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THE WENDY’S COMPANY AND SUBSIDIARIES 
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 


(In Thousands Except Per Share Amounts) 


(1) Summary of Significant Accounting Policies 
Corporate Structure 


The Wendy’s Company (“The Wendy’s Company” and, together with its subsidiaries, the “Company,” “we,” 
“us,” or “our”) is the parent company of its 100% owned subsidiary holding company, Wendy’s Restaurants, LLC 
(“Wendy’s Restaurants”). Wendy’s Restaurants is the parent company of Wendy’s International, LLC and its 
subsidiaries (“Wendy’s”). Wendy’s franchises and operates company-owned Wendy’s® quick-service restaurants 
specializing in hamburger sandwiches throughout North America (defined as the United States of America (“U.S.”) 
and Canada). Wendy’s also has franchised restaurants in 27 foreign countries and U.S. territories. At January 3, 2016, 
Wendy’s operated and franchised 632 and 5,847 restaurants, respectively. 


On May 31, 2015, Wendy’s completed the sale of its company-owned bakery, The New Bakery Company, LLC 
and its subsidiaries (collectively, the “Bakery”), a 100% owned subsidiary of Wendy’s. As a result of the sale of the 
Bakery, as further discussed in Note 2, the Bakery’s results of operations for all periods presented and the gain on 
disposal have been included in “Net income (loss) from discontinued operations” in our consolidated statements of 
operations. Additionally, the Bakery’s assets and liabilities have been presented as discontinued operations in our 
consolidated balance sheet as of December 28, 2014. 


The Company manages and internally reports its business geographically. The operation and franchising of 
Wendy’s restaurants in North America comprises virtually all of our current operations and represents a single 
reportable segment. The revenues and operating results of Wendy’s restaurants outside of North America are not 
material. 


Principles of Consolidation 


The accompanying consolidated financial statements have been prepared in accordance with accounting 
principles generally accepted in the United States of America (“GAAP”) and include all of the Company’s 
subsidiaries. All intercompany balances and transactions have been eliminated in consolidation. The Company reports 
“Net loss attributable to noncontrolling interests,” separately in our consolidated statements of operations. 


The Company participates in two national advertising funds established to collect and administer funds 
contributed for use in advertising and promotional programs for company-owned and franchised restaurants. The 
revenue, expenses and cash flows of such advertising funds are not included in the Company’s consolidated statements 
of operations or consolidated statements of cash flows because the contributions to these advertising funds are 
designated for specific purposes and the Company acts as an agent, in substance, with regard to these contributions. 
The assets and liabilities of these funds are reported as “Advertising funds restricted assets” and “Advertising funds 
restricted liabilities.” 


The preparation of consolidated financial statements in conformity with GAAP requires management to make 
estimates and assumptions that affect the reported amounts of assets and liabilities and disclosure of contingent assets 
and liabilities at the date of the consolidated financial statements and the reported amount of revenues and expenses 
during the reporting period. Actual results could differ materially from those estimates. 


Reclassifications 
Certain reclassifications have been made to prior year presentation to conform to the current year presentation. 


During the second quarter of 2015, the Company early adopted an amendment requiring debt issuance costs to 
be presented in the balance sheet as a direct reduction of the related debt liability rather than as an asset. The 
adoption of this guidance resulted in the reclassification of debt issuance costs of $8,243 from “Other assets” to 
“Long-term debt” in our consolidated balance sheet as of December 28, 2014. Refer to Note 12 and 
“New Accounting Standards Adopted” below for further information. 
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THE WENDY’S COMPANY AND SUBSIDIARIES 
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS—CONTINUED 


(In Thousands Except Per Share Amounts) 


Prior to fiscal 2015, the Company reported its system optimization initiative as a discrete event and separately 
included the related gain or loss on sales of restaurants, impairment losses and other associated costs, along with other 
restructuring initiatives, in “Facilities action (income) charges, net.” In February 2015, the Company announced 
plans to reduce its ongoing company-owned restaurant ownership to approximately 5% of the total system and 
further emphasized that restaurant dispositions and acquisitions are a continuous and integrated part of the overall 
strategy to optimize its restaurant portfolio. As a result, commencing with the first quarter of 2015, all gains and losses 
on dispositions are included on a separate line in our consolidated statements of operations, “System optimization 
gains, net” and impairment losses recorded in connection with the sale or anticipated sale of restaurants (“System 
Optimization Remeasurement”) are reclassified to “Impairment of long-lived assets.” In addition, the Company 
retitled the line, “Facilities action (income) charges, net” to “Reorganization and realignment costs” in our 
consolidated statements of operations to better describe the current and historical initiatives included given the 
reclassifications described above. The Company believes the new presentation will aid users in understanding its 
results of operations. The prior periods reflect reclassifications to conform to the current year presentation. All 
amounts being reclassified in our statements of operations were separately disclosed in the notes to our consolidated 
financial statements included in our Annual Report on Form 10-K for the fiscal year ended December 28, 2014. Such 
reclassifications had no impact on operating profit, net income or net income per share. 


The following table illustrates the reclassifications made to the consolidated statements of operations for the 
years ended December 28, 2014 and December 29, 2013: 


Year Ended December 28, 2014 


Reclassifications 
As System 
Previously Gain on Optimization 
Reported dispositions, net Remeasurement As Currently 
(b) () (d) Reported 
System optimization gains, net ......... 0... eee eee eee $ — $(91,510) $ — $(91,510) 
Reorganization and realignment costs (a) ........--.0005 (29,100) 69,631 (8,628) 31,903 
Impairment of long-lived assets ....... 0.000.000 e eee ee 10,985 — 8,628 19,613 
Other operating expense, net ..... 0... eee eee eee eee 4,329 21,879 — 26,208 
$(13,786) $ — $ — $(13,786) 
Year Ended December 29, 2013 
Reclassifications 
As System 
Previously Gain on Optimization 
Reported dispositions, net Remeasurement As Currently 
(b) (©) (d) Reported 
System optimization gains, net ............. 0.00 ..0000. $ — $(51,276) $ — $(51,276) 
Reorganization and realignment costs (a) ..........-00005 10,856 46,667 (20,506) 37,017 
Impairment of long-lived assets ....... 0... e eee eee eee 15,879 — 20,506 36,385 
Other operating expense, net ...... 0... cee eee eee eee 341 4,609 — 4,950 
$27,076 $ — $ — $ 27,076 


(a) Previously titled “Facilities action (income) charges, net.” 


(b) “As Previously Reported,” reflects adjustments to reclassify the Bakery’s other operating income, net of $65 and 
$96 from “Other operating expense, net” to “Income (loss) from discontinued operations, net of income taxes.” 


(c) Reclassified the gain on sales of restaurants, net, previously included in “Facilities action (income) charges, net” 
and the gain on disposal of assets, net, which included sales of restaurants and other assets, and was previously 
reported in “Other operating expense, net” to a separate line in our consolidated statements of operations, 
“System optimization gains, net.” 


69 


THE WENDY’S COMPANY AND SUBSIDIARIES 
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS—CONTINUED 


(In Thousands Except Per Share Amounts) 


(d) Reclassified impairment losses recorded in connection with the sale or anticipated sale of restaurants (“System 
Optimization Remeasurement”), previously included in “Facilities action charges (income), net” to “Impairment 
of long- lived assets.” 


Fiscal Year 


The Company’s fiscal reporting periods consist of 52 or 53 weeks ending on the Sunday closest to 
December 31 and are referred to herein as (1) “the year ended January 3, 2016” or “2015,” which consisted of 53 
weeks (2) “the year ended December 28, 2014” or “2014,” and (3) “the year ended December 29, 2013” or “2013,” 
both of which consisted of 52 weeks. 


Cash and Cash Equivalents 


All highly liquid investments with a maturity of three months or less when acquired are considered cash 
equivalents. The Company’s cash and cash equivalents principally consist of cash in bank and money market mutual 
fund accounts and are primarily not in Federal Deposit Insurance Corporation insured accounts. 


We believe that our vulnerability to risk concentrations in our cash equivalents is mitigated by (1) our policies 
restricting the eligibility, credit quality and concentration limits for our placements in cash equivalents and 
(2) insurance from the Securities Investor Protection Corporation of up to $500 per account, as well as supplemental 
private insurance coverage maintained by substantially all of our brokerage firms, to the extent our cash equivalents 
are held in brokerage accounts. 


Restricted Cash 


In accordance with the Company’s securitized financing facility, certain cash accounts have been established 
with the trustee for the benefit of the trustee and the noteholders, and are restricted in their use. Such restricted cash 
primarily represents cash collections and cash reserves held by the trustee to be used for payments of principal, interest 
and commitment fees required for the Company’s senior secured notes and is included in “Prepaid expenses and other 
current assets” in the consolidated balance sheet as of January 3, 2016. Changes in such restricted cash are presented 
as a component of cash flows from operating and financing activities in the consolidated statement of cash flows since 
the cash is restricted to the payment of interest and principal, respectively. 


In addition, the Company has outstanding letters of credit with various parties that are cash collateralized. The 
related cash collateral is classified as restricted cash and included in “Prepaid expenses and other current assets” in the 
consolidated balance sheets. Changes in such restricted cash are presented as a component of cash flows from 
investing activities in the consolidated statement of cash flows. Refer to Note 7 for further information. 


Accounts and Notes Receivable 


Accounts and notes receivable consist primarily of royalties, rents and franchise fees due principally from 
franchisees and credit card receivables. The need for an allowance for doubtful accounts is reviewed on a specific 
identification basis based upon past due balances and the financial strength of the obligor. 


Inventories 


The Company’s inventories are stated at the lower of cost or market, with cost determined in accordance with 
the first-in, first-out method and consist primarily of restaurant food items and paper supplies. 
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Properties and Depreciation and Amortization 


Properties are stated at cost, including internal costs of employees to the extent such employees are dedicated to 
specific restaurant construction projects, less accumulated depreciation and amortization. Depreciation and 
amortization of properties is computed principally on the straight-line basis using the following estimated useful lives 
of the related major classes of properties: 5 to 20 years for office and restaurant equipment, 3 to 15 years for 
transportation equipment and 7 to 30 years for buildings and improvements. When the Company commits to a plan 
to cease using certain properties before the end of their estimated useful lives, depreciation expense is accelerated to 
reflect the use of the assets over their shortened useful lives. Capital leases and leasehold improvements are amortized 
over the shorter of their estimated useful lives or the terms of the respective leases, including periods covered by 
renewal options that the Company is reasonably assured of exercising. 


The Company reviews properties for impairment whenever events or changes in circumstances indicate that the 
carrying amount of an asset group may not be recoverable. If such review indicates an asset group may not be 
recoverable, an impairment loss is recognized for the excess of the carrying amount over the fair value of an asset 
group to be held and used or over the fair value less cost to sell of an asset to be disposed. See “Impairment of 
Long-Lived Assets” below for further information. 


The Company classifies assets as held for sale and ceases depreciation of the assets when there is a plan for 
disposal of the assets and those assets meet the held for sale criteria. Assets held for sale are included in “Prepaid 
expenses and other current assets” in the consolidated balance sheets. 


Goodwill 


Goodwill, representing the excess of the cost of an acquired entity over the fair value of the acquired net assets, 
is not amortized. Goodwill associated with our company-owned restaurants is reduced as a result of restaurant 
dispositions based on the relative fair values and is included in the carrying value of the restaurant in determining the 
gain or loss on disposal. If a company-owned restaurant is sold within two years of being acquired from a franchisee, 
the goodwill associated with the acquisition is written off in its entirety. For goodwill impairment testing purposes, we 
include two reporting units comprised of our (1) North America company-owned and franchise restaurants and 
(2) international franchise restaurants. The Company tests goodwill for impairment annually during the fourth 
quarter, or more frequently if events or changes in circumstances indicate that the asset may be impaired. 


If the Company determines that impairment may exist, the amount of the impairment loss is measured as the 
excess, if any, of the carrying amount of the goodwill over its implied fair value. In determining the implied fair value of 
the reporting unit’s goodwill, the Company allocates the fair value of a reporting unit to all of the assets and liabilities of 
that unit as if the unit had been acquired in a business combination and the fair value of the reporting unit was the price 
paid to acquire the reporting unit. The excess of the fair value of the reporting unit over the amounts assigned to the 
assets and liabilities is the implied fair value of goodwill. If the carrying amount of a reporting unit’s goodwill exceeds the 
implied fair value of that goodwill, an impairment loss is recognized in an amount equal to that excess. 


Our fair value estimates are subject to change as a result of many factors including, among others, any changes 
in our business plans, changing economic conditions and the competitive environment. Should actual cash flows and 
our future estimates vary adversely from those estimates we use, we may be required to recognize goodwill impairment 
charges in future years. 


Impairment of Long-Lived Assets 


Our long-lived assets include (1) properties and related definite-lived intangible assets (e.g. favorable leases) that 
are leased and/or subleased to franchisees and (2) company-owned restaurant assets and related definite-lived 
intangible assets, which include favorable leases and reacquired rights under franchise agreements. 
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We review our long-lived assets for impairment whenever events or changes in circumstances indicate that the 
carrying amount of an asset may not be recoverable. We assess the recoverability of our long-lived assets by comparing 
the carrying amount of the asset group to future undiscounted net cash flows expected to be generated through leases 
and/or subleases or by our individual company-owned restaurants. If the carrying amount of the long-lived asset 
group is not recoverable on an undiscounted cash flow basis, then impairment is recognized to the extent that the 
carrying amount exceeds its fair value and is included in “Impairment of long-lived assets.” Our critical estimates in 
this review process include the anticipated future cash flows from leases and/or subleases or individual 
company-owned restaurants, which is used in assessing the recoverability of the respective long-lived assets. Our 
impairment losses principally reflect impairment charges resulting from leasing and/or subleasing long-lived assets to 
franchisees in connection with the sale or anticipated sale of restaurants. 


Our fair value estimates are subject to change as a result of many factors including, among others, any changes 
in our business plans, changing economic conditions and the competitive environment. Should actual cash flows and 
our future estimates vary adversely from those estimates we used, we may be required to recognize additional 
impairment charges in future years. 


Other Intangible Assets 


Definite-lived intangible assets are amortized on a straight-line basis using the following estimated useful lives of 
the related classes of intangibles: for favorable leases, the terms of the respective leases, including periods covered by 
renewal options that the Company is reasonably assured of exercising; 3 to 5 years for computer software; 4 to 20 
years for reacquired rights under franchise agreements; and 20 years for franchise agreements. Trademarks have an 
indefinite life and are not amortized. 


The Company reviews definite-lived intangible assets for impairment whenever events or changes in 
circumstances indicate that the carrying amount of the intangible asset may not be recoverable. Indefinite-lived 
intangible assets are tested for impairment at least annually by comparing their carrying value to fair value; any excess 
of carrying value over fair value is recognized as an impairment loss. Our estimates in the determination of the fair 
value of indefinite-lived intangible assets include the anticipated future revenues of company-owned and franchised 
restaurants and the resulting cash flows. 


Investments 


The Company has a 50% share in a partnership in a Canadian restaurant real estate joint venture (“TimWen”) 
with a subsidiary of Restaurant Brands International Inc., a quick-service restaurant company that owns the 
Tim Hortons® brand. (Tim Hortons™ is a registered trademark of Tim Hortons USA Inc.) In addition, the Company 
has a 20% share in a joint venture for the operation of Wendy’s restaurants in Brazil (the “Brazil JV”). The Company has 
significant influence over these investees. Such investments are accounted for using the equity method, under which our 
results of operations include our share of the income (loss) of the investees. Investments in limited partnerships and other 
non-current investments in which the Company does not have significant influence over the investees, which includes 
our indirect 18.5% interest in Arby’s Restaurant Group, Inc. (“Arby’s”), are recorded at cost with related realized gains 
and losses reported as income or loss in the period in which the securities are sold or otherwise disposed. Cash 
distributions and dividends received that are determined to be returns of capital are recorded as a reduction of the 
carrying value of our investments and returns on our investments are recorded to “Investment income, net.” 


The difference between the carrying value of our TimWen equity investment and the underlying equity in the 
historical net assets of the investee is accounted for as if the investee were a consolidated subsidiary. Accordingly, the 
carrying value difference is amortized over the estimated lives of the assets of the investee to which such difference 
would have been allocated if the equity investment were a consolidated subsidiary. To the extent the carrying value 
difference represents goodwill, it is not amortized. 
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Derivative Instruments 


The Company used interest rate swap agreements to manage its exposure to changes in interest rates as well as 
to maintain an appropriate mix of fixed and variable rate debt. In May 2015, the Company terminated its floating to 
fixed interest rate swap agreements which were accounted for as cash flow hedges. Changes in the fair value of the 
cash flow hedging instruments were recorded as an adjustment to “Accumulated other comprehensive loss” to the 
extent of the effectiveness of such hedging instruments and subsequently reclassified into “Interest expense” in the 
period that the hedged forecasted transaction affects earnings. In October 2013, the Company terminated its fixed to 
floating interest rate swap agreements which were accounted for as fair value hedges. Changes in the fair value of fair 
value hedging instruments were recorded as an adjustment to the underlying debt balance being hedged to the extent 
of the effectiveness of such hedging instruments. There was no ineffectiveness from the fair value hedges through their 
termination. 


Share-Based Compensation 


The Company has granted share-based compensation awards to certain employees under several equity plans. 
The Company measures the cost of employee services received in exchange for an equity award, which include grants 
of employee stock options and restricted shares, based on the fair value of the award at the date of grant. Share-based 
compensation expense is recognized net of estimated forfeitures, determined based on historical experience. The 
Company recognizes share-based compensation expense over the requisite service period unless the awards are subject 
to performance conditions, in which case they recognize compensation expense over the requisite service period to the 
extent performance conditions are considered probable. The Company determines the grant date fair value of stock 
options using a Black-Scholes-Merton option pricing model (the “Black-Scholes Model”). The grant date fair value of 
restricted share awards (“RSAs”), restricted share units (“RSUs”) and performance-based awards are determined using 
the average of the high and low trading prices of our common stock on the date of grant, unless the awards are subject 
to market conditions, in which case we use a Monte Carlo simulation model. The Monte Carlo simulation model 
utilizes multiple input variables to estimate the probability that market conditions will be achieved. 


Foreign Currency Translation 


Substantially all of the Company’s foreign operations are in Canada where the functional currency is the 
Canadian dollar. Financial statements of foreign subsidiaries are prepared in their functional currency and then 
translated into U.S. dollars. Assets and liabilities are translated at the exchange rate as of the balance sheet date and 
revenues, costs and expenses are translated at a monthly average exchange rate. Net gains or losses resulting from the 
translation are recorded to the “Foreign currency translation adjustment” component of “Accumulated other 
comprehensive loss.” Gains and losses arising from the impact of foreign currency exchange rate fluctuations on 
transactions in foreign currency are included in “General and administrative.” 


Income Taxes 


The Company accounts for income taxes under the asset and liability method. A deferred tax asset or liability is 
recognized whenever there are (1) future tax effects from temporary differences between the financial statement 
carrying amounts of existing assets and liabilities and their respective tax bases and (2) operating loss, capital loss and 
tax credit carryforwards. Deferred tax assets and liabilities are measured using enacted tax rates expected to apply to 
the years in which those differences are expected to be recovered or settled. 


Deferred tax assets are recognized to the extent the Company believes these assets will more likely than not be 
realized. In evaluating the realizability of deferred tax assets, the Company considers all available positive and negative 
evidence, including the interaction and the timing of future reversals of existing temporary differences, projected 
future taxable income, recent operating results and tax-planning strategies. When considered necessary, a valuation 
allowance is recorded to reduce the carrying amount of the deferred tax assets to their anticipated realizable value. 
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The Company records uncertain tax positions on the basis of a two-step process whereby we first determine if it 
is more likely than not that a tax position will be sustained upon examination, including resolution of any related 
appeals or litigation processes, based on the technical merits of the position. A tax position that meets the 
more-likely-than-not recognition threshold is then measured for purposes of financial statement recognition as the 
largest amount of benefit that is greater than 50% likely of being realized upon being effectively settled. 


Interest accrued for uncertain tax positions is charged to “Interest expense.” Penalties accrued for uncertain tax 
positions are charged to “General and administrative.” 


Restaurant Dispositions 


In connection with the sale of company-owned restaurants to franchisees, the Company typically enters into 
several agreements, in addition to an asset purchase agreement, with franchisees including franchise, development, 
relationship and lease agreements. See “Franchised Restaurants” in Item 1 herein, for further information regarding 
these agreements. The Company typically sells restaurants’ cash, inventory and equipment and retains ownership or 
the leasehold interest to the real estate to lease and/or sublease to the franchisee. The Company has determined that 
its restaurant dispositions usually represent multiple-element arrangements, and as such, the cash consideration 
received is allocated to the separate elements based on their relative selling price. Cash consideration generally includes 
up-front consideration for the sale of the restaurants, technical assistance fees and development fees and future cash 
consideration for royalties and lease payments. The Company considers the future lease payments in allocating the 
initial cash consideration received. The Company obtains third-party evidence to estimate the relative selling price of 
the stated rent under the lease and/or sublease agreements which is primarily based upon comparable market rents. 
Based on the Company’s review of the third-party evidence, the Company records favorable or unfavorable lease 
assets/liabilities with a corresponding offset to the gain or loss on the sale of the restaurants. The cash consideration 
per restaurant for technical assistance fees and development fees is consistent with the amounts stated in the related 
franchise agreements which are charged for separate standalone arrangements. Therefore, the Company recognizes the 
technical assistance and development fees when earned. Future royalty income is also recognized in revenue as earned. 
See “Revenue Recognition” below for further information. 


Revenue Recognition 


“Sales” includes revenues recognized upon delivery of food to the customer at company-owned restaurants. 
“Sales” excludes taxes collected from the Company’s customers. 


“Franchise revenues” includes royalties, franchise fees and rental income. Royalties from franchised restaurants 
are based on a percentage of net sales of the franchised restaurant and are recognized as earned. Initial franchise fees 
and development fees are recorded as deferred income when received and are recognized as revenue when a franchised 
restaurant is opened as all material services and conditions related to the franchise fee have been substantially 
performed upon the restaurant opening. Initial franchise fees received in connection with sales of company-owned 
restaurants to franchisees and helping to facilitate franchisee-to-franchisee restaurant transfers as well as renewal 
franchise fees are recognized as revenue when the license agreements are signed and the fee is paid since there are no 
material services and conditions related to the franchise fees. Franchise fee deposits are forfeited and recognized as 
revenue upon the termination of the related commitments to open new franchised restaurants. Rental income from 
properties owned and leased by the Company and leased or subleased to franchisees is recognized on a straight-line 
basis over the respective operating lease terms. Favorable and unfavorable lease amounts related to the leased and/or 
subleased properties are amortized to rental income on a straight-line basis over the remaining term of the leases. See 
“Leases” below for further information on rental income and favorable and unfavorable lease amounts. 


Cost of Sales 


Cost of sales includes food and paper, restaurant labor and occupancy, advertising and other operating costs. 
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Vendor Incentives 


The Company receives incentives from certain vendors. These incentives are recognized as earned and are 
classified as a reduction of “Cost of sales.” 


Advertising Costs 


The Company incurs various advertising costs, including contributions to certain advertising cooperatives based 
upon a percentage of net sales by company-owned restaurants. All advertising costs are expensed as incurred, with the 
exception of media development costs that are expensed beginning in the month that the advertisement is first 
communicated, and are included in “Cost of sales.” 


Self-Insurance 


The Company is self-insured for most workers’ compensation losses and health care claims and purchases 
insurance for general liability and automotive liability losses, all subject to a $500 per occurrence retention or 
deductible limit. The Company provides for their estimated cost to settle both known claims and claims incurred but 
not yet reported. Liabilities associated with these claims are estimated, in part, by considering the frequency and 
severity of historical claims, both specific to us, as well as industry-wide loss experience and other actuarial 
assumptions. We determine our insurance obligations with the assistance of actuarial firms. Since there are many 
estimates and assumptions involved in recording insurance liabilities and in the case of workers’ compensation a 
significant period of time elapses before the ultimate resolution of claims, differences between actual future events and 
prior estimates and assumptions could result in adjustments to these liabilities. 


Leases 


The Company operates restaurants that are located on sites owned by us and sites leased by us from third 
parties. In addition, the Company owns and leases sites from third parties, which it leases and/or subleases to 
franchisees. At inception, each lease or sublease is evaluated to determine whether the lease will be accounted for as an 
operating or capital lease, including the determination of direct financing leases based on its terms. Capital lease assets 
and related obligations are recorded at the lower of the present value of future minimum lease payments or fair market 
value at lease inception. When determining the lease term, we include option periods for which failure to renew the 
lease imposes a significant economic detriment. For properties used to operate company-owned restaurants, the 
primary economic detriment relates to the existence of unamortized leasehold improvements which might be impaired 
if we choose not to exercise the available renewal options. The lease term for properties leased or subleased to 
franchisees, is determined based upon the economic detriment to the franchisee and includes consideration of the 
length of the franchise agreement, historical performance of the restaurant and the existence of bargain renewal 
options. 


For operating leases, minimum lease payments or receipts, including minimum scheduled rent increases, are 
recognized as rent expense or income, as applicable, on a straight line basis (“Straight-Line Rent”) over the applicable 
lease terms. Lease terms are generally initially between 15 and 20 years and, in most cases, provide for rent escalations 
and renewal options. The term used for Straight-Line Rent is calculated initially from the date of possession of the 
leased premises through the expected lease termination date. We recognize rent expense or income, as applicable, from 
the possession date to the restaurant opening date. There is a period under certain lease agreements referred to as a 
rent holiday (“Rent Holiday”) that generally begins on the possession date and ends on the rent commencement date. 
During a Rent Holiday, no cash rent payments are typically due under the terms of the lease; however, expense or 
income, as applicable, is recorded for that period on a straight-line basis. 


For leases that contain rent escalations, we record the rent payable or receivable, as applicable, during the lease 
term, as determined above, on the straight-line basis over the term of the lease (including the Rent Holiday beginning 
upon possession of the premises), and record the excess of the Straight-Line Rent over the minimum rents paid or 
received as a deferred lease liability or asset which is included in “Other liabilities” or “Other assets,” as applicable. 
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Certain leases contain provisions, referred to as contingent rent (“Contingent Rent”), that require additional rental 
payments based upon restaurant sales volume. Contingent Rent is recognized each period as the liability is incurred or 
the asset is earned. 


For direct financing leases, the Company records its investment in properties leased to franchisees on a net 
basis, which is comprised of its gross investment less unearned income. The current and long-term portions of our net 
investment in direct financing leases are included in “Accounts and notes receivable” and “Other assets,” respectively. 
Unearned income is recognized as interest income over the lease term and is included in “Interest expense.” 


Favorable and unfavorable lease amounts are recorded as components of “Other intangible assets” and “Other 
liabilities,” respectively. Favorable and unfavorable lease amounts are amortized on a straight-line basis over the term 
of the leases. When the expected term of a lease is determined to be shorter than the original amortization period, the 
favorable or unfavorable lease balance associated with the lease is adjusted to reflect the revised lease term. 


Lease expense, rental income and favorable and unfavorable lease amortization is recognized in the consolidated 
statements of operations based on the nature of the underlying lease. Amounts related to leases for company-owned 
restaurants are recorded to “Cost of sales.” Lease expense, including any related amortization, for leased properties that 
are subsequently subleased to franchisees is recorded to “Other operating expense, net.” Rental income, including any 
related amortization, for properties leased or subleased to franchisees is recorded to “Franchise revenues.” Amounts 
related to leases for corporate offices and equipment are recorded to “General and administrative.” 


Management makes certain estimates and assumptions regarding each new lease and sublease agreement, 
renewal and amendment, including, but not limited to, property values, market rents, property lives, discount rates 
and probable term, all of which can impact (1) the classification and accounting for a lease or sublease as operating or 
capital, including direct financing, (2) the Rent Holiday and escalations in payment that are taken into consideration 
when calculating Straight-Line Rent, (3) the term over which leasehold improvements for each restaurant are 
amortized and (4) the values and lives of favorable and unfavorable leases. The amount of depreciation and 
amortization, interest and rent expense and income reported would vary if different estimates and assumptions were 
used. 


Concentration of Risk 


Wendy’s had no customers which accounted for 10% or more of consolidated revenues in 2015, 2014 or 2013. 
As of January 3, 2016, Wendy’s had one main in-line distributor of food, packaging and beverage products, excluding 
produce and breads, that serviced approximately 49% of its company-owned and franchised restaurants and three 
additional in-line distributors that, in the aggregate, serviced approximately 37% of its company-owned and 
franchised restaurants. We believe that our vulnerability to risk concentrations related to significant vendors and 
sources of its raw materials is mitigated as we believe that there are other vendors who would be able to service our 
requirements. However, if a disruption of service from any of our main in-line distributors was to occur, we could 
experience short-term increases in our costs while distribution channels were adjusted. 


Wendy’s restaurants are principally located throughout the U.S. and to a lesser extent, in 28 foreign countries 
and U.S. territories with the largest number in Canada. Wendy’s restaurants are located in 50 states and the District 
of Columbia, with the largest number in Florida, Ohio, Texas, Georgia, California, Michigan, Pennsylvania and 
North Carolina. Because our restaurant operations are generally located throughout the U.S. and to a much lesser 
extent, Canada and other foreign countries and U. S. territories, we believe the risk of geographic concentration is not 
significant. We could be adversely affected by changing consumer preferences resulting from concerns over nutritional 
or safety aspects of beef, poultry, french fries or other products we sell or the effects of food safety events or disease 
outbreaks. Our exposure to foreign exchange risk is primarily related to fluctuations in the Canadian dollar relative to 
the U.S. dollar for our Canadian operations. However, our exposure to Canadian dollar foreign currency risk is 
mitigated by the fact that less than 10% of Wendy’s restaurants are in Canada. 


76 


THE WENDY’S COMPANY AND SUBSIDIARIES 
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS—CONTINUED 


(In Thousands Except Per Share Amounts) 


New Accounting Standards Adopted 


In November 2015, the Financial Accounting Standards Board (the “FASB”) issued an amendment that 
requires deferred tax assets and deferred tax liabilities be classified as non-current in the consolidated balance sheet. 
The Company early adopted this amendment, prospectively, during the fourth quarter of 2015. 


In April 2015, the FASB issued an amendment that modifies the presentation of debt issuance costs. The 
amendment requires debt issuance costs be presented in the balance sheet as a direct reduction of the related debt 
liability rather than as an asset. The Company early adopted this amendment, which required retrospective 
application, during the second quarter of 2015. The adoption of this guidance resulted in the reclassification of debt 
issuance costs of $8,243 from “Other assets” to “Long-term debt” in our consolidated balance sheet as of 
December 28, 2014. See Note 12 for more information. 


In April 2014, the FASB issued an amendment that modifies the criteria for reporting a discontinued operation. 
The amendment changes the definition of a discontinued operation including the implementation guidance and requires 
expanded disclosures. The Company adopted this amendment, prospectively, during the first quarter of 2015. 


New Accounting Standards 


In February 2016, the FASB issued a new standard on leases. The new standard requires lessees to recognize on 
the balance sheet the assets and liabilities for the rights and obligations created by finance and operating leases with 
lease terms of more than 12 months. The amendment is effective commencing with our 2019 fiscal year and requires 
enhanced disclosures. We are currently evaluating the impact of the adoption of this standard on our consolidated 
financial statements. 


In January 2016, the FASB issued an amendment that revises the accounting related to the classification and 
measurement of investments in equity securities and the presentation of certain fair value changes for financial 
liabilities measured at fair value. The amendment is effective commencing with our 2018 fiscal year and requires 
enhanced disclosures. We are currently evaluating the impact of the adoption of this standard on our consolidated 
financial statements. 


In September 2015, the FASB issued an amendment that requires an acquirer to recognize adjustments to 
provisional amounts during the measurement period, in the period such adjustments are identified, rather than 
retrospectively adjusting previously reported amounts. The Company does not expect the amendment, which is 
effective commencing with our 2016 fiscal year, to have a material impact on our consolidated financial statements. 


In August 2015, the FASB issued an amendment to defer for one year the effective date of the new standard on 
revenue recognition issued in May 2014. The new standard outlines a single comprehensive model for entities to use 
in accounting for revenue arising from contracts with customers and supersedes most current revenue recognition 
guidance, including industry-specific guidance. The new standard is now effective commencing with our 2018 fiscal 
year and requires enhanced disclosures. We are currently evaluating the impact of the adoption of this standard on 
our consolidated financial statements. 


In July 2015, the FASB issued an amendment that requires entities to measure inventory at the lower of cost 
and net realizable value, rather than the lower of cost or market, with market value represented by replacement cost, 
net realizable value or net realizable value less a normal profit margin. The Company does not expect the amendment, 
which is effective commencing with our 2017 fiscal year, to have a material impact on our consolidated financial 
statements. 


In April 2015, the FASB issued an amendment that clarifies the accounting for fees paid in a cloud computing 
arrangement. The amendment provides guidance to customers about whether a cloud computing arrangement 
includes a software license. The Company does not expect the amendment, which is effective commencing with our 
2016 fiscal year, to have a material impact on our consolidated financial statements. 


In February 2015, the FASB issued an amendment which revises the consolidation requirements and 
significantly changes the consolidation analysis required under current guidance. The amendment is effective 
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commencing with our 2016 fiscal year. We are currently evaluating the impact of the adoption of this amendment on 
our consolidated financial statements. 


(2) Discontinued Operations 
Sale of the Bakery 


On May 31, 2015, Wendy’s completed the sale of 100% of its membership interest in the Bakery to East Balt 
US, LLC (the “Buyer”) for $78,500 in cash (subject to customary purchase price adjustments). The Company also 
assigned certain capital leases for transportation equipment to the Buyer but retained the related obligation. Pursuant 
to the sale agreement, the Company was obligated to continue to provide health insurance benefits to the Bakery’s 
employees at the Company’s expense through December 31, 2015. The Company recorded a pre-tax gain on the 
disposal of the Bakery of $25,529 during the year ended January 3, 2016, which included transaction closing costs 
and a reduction of goodwill. The Company recognized income tax expense associated with the gain on disposal of 
$14,860 during the year ended January 3, 2016, which included the impact of the disposal of non-deductible 
goodwill. 


In conjunction with the Bakery sale, Wendy’s entered into a transition services agreement with the Buyer, 
pursuant to which Wendy’s will provide certain continuing corporate and shared services to the Buyer through 
March 31, 2016 for no additional consideration. A purchasing cooperative, Quality Supply Chain Co-op, Inc., 
established by Wendy’s and its franchisees, agreed to continue to source sandwich buns from the Bakery, for a specified 
time period following the sale of the Bakery. As a result, Wendy’s paid the Buyer $8,358 for the purchase of sandwich 
buns during the period from June 1, 2015 through January 3, 2016, which has been recorded to “Cost of sales.” 


Information related to the Bakery has been reflected in the accompanying consolidated financial statements as 
follows: 


¢ Balance sheets — As a result of our sale of the Bakery on May 31, 2015, there are no remaining Bakery assets 
and. liabilities. The Bakery’s assets and liabilities as of December 28, 2014 have been presented as 
discontinued operations. 


¢ Statements of operations — The Bakery’s results of operations for the period from December 29, 2014 
through May 31, 2015 and the years ended December 28, 2014 and December 29, 2013 have been 
presented. as discontinued operations. In addition, the gain on disposal of the Bakery has been included in 
“Net income (loss) from discontinued operations” for the year ended January 3, 2016. 


¢ Statements of cash flows — The Bakery’s cash flows prior to its sale (for the period from December 29, 2014 
through May 31, 2015 and for the years ended December 28, 2014 and December 29, 2013) have been 
included in, and not separately reported from, our consolidated cash flows. The consolidated statement of 
cash flows for the year ended January 3, 2016 also includes the effects of the sale of the Bakery. 
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(a) 
(b) 


(c) 


(d) 


The following table presents the Bakery’s results of operations and the gain on disposal which have been 
included in discontinued operations: 


Revenues (a) 2... cc cece cece tect e eee neeees 


‘Gost of sales: (Bb) 2.ccs dst dace Gedded cndudee de dae tabs sedauele 


General and administrative .... 0.0.0. 
Depreciation and amortization (Cc)... 6... eee eee eee 
Other expense, nét (d) ec s22.G baeca eee bed ees eke lad wee 


Income (loss) from discontinued operations before income 


Income (loss) from discontinued operations, net of 


WACOME TAXES eg dese pack ad cede ee OO 


Gain on disposal of discontinued operations, net of 


AN COMIC CANES = 15,5555 Guts Bids A eiised aed Faw wR ela OE Bex 


Net income (loss) from discontinued operations ... 


Year Ended 
20k 2014 bale 

$ 25,885 $62,561 $ 63,741 
(7,543) (45,710) — (58,809) 
18,342 16,851 4,932 
(1,093) (2,525) (2,248) 
(2,297) (5,471) (6,968) 
(19) (126) (256) 
14,933 8,729 (4,540) 
(4,439) (3,719) 1,903 
10,494 5,010 (2,637) 
25,529 — _ 
(14,860) — = 
10,669 _ = 
$21,163 $ 5,010 $ (2,637) 


Includes sales of sandwich buns and related products previously reported in “Sales” as well as rental income. 


The year ended January 3, 2016 includes employee separation-related costs of $791 as a result of the sale of the 
Bakery. In addition, includes a $13,500 charge to cost of sales during the year ended December 29, 2013 
resulting from the Bakery’s withdrawal from a multiemployer pension plan and the subsequent reversal during 
the year ended January 3, 2016 of $12,486. See Note 19 for further discussion. 


Included in “Depreciation and amortization” in our consolidated statements of cash flows for the periods 


presented. 


Includes net gains on sales of other assets. During 2015, 2014 and 2013, the Bakery received cash proceeds of 
$50, $52 and $114, respectively, resulting in net gains on sales of other assets of $32, $69 and $96, respectively. 


The Bakery’s capital expenditures were $2,693, $2,613 and $3,106 for the years ended January 3, 
2016, December 28, 2014 and December 29, 2013, respectively, which are included in “Capital expenditures” in our 
consolidated statements of cash flows. 
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The following table summarizes the gain on the disposal of our Bakery, which has been included in 
discontinued operations: 


Year Ended 

2015 
Proceeds from sale of the Bakery (a)... 6... eect cent e eee e ne ees $ 78,408 
Net:workine:capitall (b)) aceite eaene id heed ent oten indented ee aha bee eee de (5,655) 
Net properties: sold (C) ciahan cg his wiicy bemassituh. desl soe apigiiane og W. auecane detain Saatie athe elect ence late (30,664) 
Goodwill allocated to the sale of the Bakery... 0... eects (12,067) 
ESE) sabe sss casa a ize ccis as Saas eco os tle ants ge eaantie tu etnen sade Hovauel stucteatis ssa yeseeuaeteateaesares (2,684) 
27,338 
Post-closing adjustments on the sale of the Bakery... 1... 2... eee eee (1,809) 
25,529 
Provision for income taxes: (6): ¢d00 ioe ca wckea eka wlan Gdns Hele aedaimewaia dre aww (14,860) 
Gain on disposal of discontinued operations, net of income taxes .............-0005 $ 10,669 


(a) Represents net proceeds received, which includes the purchase price of $78,500 less transaction closing costs paid 
directly by the Buyer on the Company’s behalf. 


(b) Primarily represents accounts receivable, inventory, prepaid expenses and accounts payable. 
(c) Net properties sold consisted primarily of buildings, equipment and capital leases for transportation equipment. 


(d) Primarily includes the recognition of the Company’s obligation, pursuant to the sale agreement, to provide 
health insurance benefits to the Bakery’s employees through December 31, 2015 of $1,993 and transaction 
closing costs paid directly by the Company. 


(ce) Includes the impact of non-deductible goodwill disposed of as a result of the sale. 


Sale of Arby’s 


On July 4, 2011, Wendy’s Restaurants completed the sale of 100% of the common stock of Arby’s, its then 
wholly-owned subsidiary, to ARG IH Corporation (“ARG”), a wholly-owned subsidiary of ARG Holding 
Corporation (“ARG Parent”), for $130,000 in cash (subject to customary purchase price adjustments) and 18.5% of 
the common stock of ARG Parent (through which Wendy’s Restaurants indirectly retained an 18.5% interest in 
Arby’s) with a fair value of $19,000. ARG and ARG Parent were formed for purposes of this transaction. ARG also 
assumed approximately $190,000 of Arby’s debt, consisting primarily of capital lease and sale-leaseback obligations. 


Information related to Arby’s has been reflected in the accompanying consolidated financial statements as 
follows: 


¢ Balance sheets — As a result of our sale of Arby’s on July 4, 2011, there are no remaining Arby’s assets and 
liabilities for the periods presented. 


¢ Statements of operations — Net loss from discontinued operations for the year ended December 29, 2013 
includes certain post-closing Arby’s related transactions of $266, which is comprised of losses from 
discontinued operations before income taxes of $425 offset by a benefit from income taxes of $159. 


¢ Statements of cash flows — The statement of cash flows for the year ended December 29, 2013 includes the 
effect of certain post-closing Arby’s related transactions. 
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(3) System Optimization Gains, Net 


In July 2013, the Company announced a system optimization initiative, as part of its brand transformation, 
which includes a shift from company-owned restaurants to franchised restaurants over time, through acquisitions and 
dispositions, as well as helping to facilitate franchisee-to-franchisee restaurant transfers. In February 2015, the 
Company announced plans to sell approximately 540 additional restaurants to franchisees and reduce its ongoing 
company-owned restaurant ownership to approximately 5% of the total system by the end of 2016. During 2015, 
2014 and 2013, the Company completed the sale of 327, 255 and 244 company-owned restaurants to franchisees, 
respectively, which included the sale of all of its company-owned restaurants in Canada. In addition, during 2015 the 
Company helped facilitate the transfer of 71 restaurants between franchisees. The Company expects to complete its 
plan to reduce its company-owned restaurant ownership to approximately 5% with the sale of approximately 315 
restaurants during 2016, of which 99 restaurants were classified as held for sale as of January 3, 2016. 


Gains and losses recognized on dispositions are recorded to “System optimization gains, net” in our 
consolidated statements of operations. Costs related to our system optimization initiative are recorded to 
“Reorganization and realignment costs,” and include severance and employee related costs, professional fees and other 
associated costs, which are further described in Note 5. 


The following is a summary of the disposition activity recorded as a result of our system optimization initiative: 


Year Ended 

2015 2014 (a) (b) 2013 (a) 
Number of restaurants sold to franchisees .........0.00000005 327 237 244 
Proceeds from sales of restaurants ......... 0.00 e cece eee eee $193,860 $128,292 $130,154 
Netassets sold (6) i. dscaddmcdiiadecteutaetusge dea thewwned (86,493) (53,043) (60,895) 
Goodwill related to sales of restaurants .......... 00000 eee eee (29,970) (18,032) (20,578) 
Net (unfavorable) favorable leases (d) 1.0.00... eee eee eee (846) 34,335 (57) 
OSES) sein set testa eat andre acta rues ncaa cho edan hare ected s (5,499) (5,692) (1,957) 
71,052 85,860 46,667 
Post-closing adjustments on sales of restaurants (f) ............ 1,285 (1,280) — 
Gain on sales of restaurants, net ........ 00.00 e eee eee 72,337 84,580 46,667 
Gain on sales of other assets, net (g) ... 2.0... eee eee eee 1,672 5,089 4,609 
System optimization gains, net ................005 $ 74,009 $ 89,669 $ 51,276 


(a) Reclassifications have been made to the prior year presentation to include sales of restaurants previously reported 
in “Other operating expense, net” to conform to the current year presentation. Reclassifications have also been 
made to reflect the Bakery’s gain on sales of other assets as discontinued operations. See Note 1 for further 
details. 


(b) In addition, during 2014 Wendy’s acquired and immediately sold 18 restaurants to a franchisee for cash 
proceeds of $15,779 and recognized a gain on sale of $1,841. No goodwill was recognized on this acquisition 
and as a result no goodwill was allocated to the sale. See Note 4 for further details. 


(c) Net assets sold consisted primarily of cash, inventory and equipment. 


(d) During 2015, 2014 and 2013, the Company recorded favorable lease assets of $34,437, $63,120 and $37,749, 
respectively, and unfavorable lease liabilities of $35,283, $28,785 and $37,806, respectively, as a result of leasing 
and/or subleasing land, buildings, and/or leasehold improvements to franchisees, in connection with sales of 
restaurants. 


(ce) 2015 includes a deferred gain of $4,568 on the sale of 17 restaurants to franchisees during 2015 as a result of 
certain contingencies related to the extension of lease terms. 2014 includes a deferred gain of $1,995 (C$2,300) 
on the sale of eight Canadian restaurants to a franchisee as a result of Wendy’s providing a guarantee to a lender 
on behalf of the franchisee. See Note 21 for further information on the guarantee. 
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(f) During 2015, notes receivable from franchisees received in connection with sales of restaurants in 2014 were 
repaid and as a result, we recognized the related gain on the sales of restaurants of $4,492. 


(g) During 2015, 2014 and 2013, Wendy’s received cash proceeds of $10,478, $17,263 and $18,844, respectively, 
primarily from the sale of surplus properties as well as from the sale of a company-owned aircraft during 2014 
and franchisees exercising options to purchase previously leased properties in 2013. 


Assets Held for Sale 
January 3, December 28, 
2016 2014 (a) 
Number of restaurants classified as held for sale... 2... cece eee ee 99 106 


Net restaurant assets held for sale (b) 


Other assets held for sale (b) 


ghssd alerts ddaseasvlsialer eusciacsevekeaesd ego idealasene ss $50,262 $25,266 
sd 6 inet enl sca vaphauk ta mite aias Rie ee eehce Subbed e iy $ 7,124 $13,469 


(a) Reclassifications have been made to the prior year presentation to include restaurants previously excluded from 
our system optimization initiative to conform to the current year presentation. See Note | for further details. 


(b) Net restaurant assets held for sale include company-owned restaurants and consist primarily of cash, inventory, 
equipment and an estimate of allocable goodwill. Other assets held for sale primarily consist of surplus 
properties. Assets held for sale are included in “Prepaid expenses and other current assets.” 


Subsequent to January 3, 2016, the Company completed the sale of certain assets used in the operation of 17 
Wendy’s company-owned restaurants for cash proceeds of approximately $7,900, subject to customary purchase price 
adjustments. 


(4) Acquisitions 


The table below presents the allocation of the total purchase price to the fair value of assets acquired and 
liabilities assumed for acquisitions of franchised restaurants: 


Year Ended 
mis «20d 
Restaurants acquired from franchisees ....... 0... eee eee eee eee eee eee 4 27 
Total consideration paid, net of cash received . 1.1.0... eee eee eee $1,232 $27,630 
Identifiable assets acquired and liabilities assumed: 

Properties: oddar ce tiagds taMte Meee sede cae Utada leed eoganae 1,303 9,498 

Acquired franchise rights»... 0... . fee cece eee 760 6,650 

Ot CE ASUS fais need aad dete And neg dici hs ob ce ge eteea eeemeeler card — 941 

Capital leases obligations? sis s.acacspcdsaie cach gpanev ea asada gre oaeeee sein ee (438) — 

Unfavorable leases. 60ers adeeb hac akeae sens woes be Ga ee wees (440) — 

Other liabilities: < oiss6 snl g sds andthe aa Mee eee OER eS RE ROS (80) (565) 

Total identifiable net assets 0.0.0... ccc ee ene 1,105 16,524 
127 11,106 

Gain on acquisition of restaurants (a)... . eee eee eee eee — 349 
Post-closing adjustments (b) 2.0.0... eee cette eee e nee (1,535) — 


GOO WAN sce seisaviacdos ican andeds we Sb chet aterdsg PAG a shana des wed area arte ages $(1,408) $11,455 


(a) The fair value of the assets acquired in connection with the acquisition of three franchised restaurants during 
2014 exceeded the total consideration resulting in a gain, which was included in “Other operating expense, net.” 


(b) Post-closing adjustments in 2015 primarily represent an adjustment to the fair value of franchise rights acquired 
in connection with the acquisition of franchised restaurants during 2014. 
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During the fourth quarter of 2014, Wendy’s also acquired 18 restaurants for total net cash consideration of 
$26,324, which were immediately sold to a franchisee. As a result, no intangible assets or goodwill were recognized on 
this acquisition. The Company retained the land, building and leasehold improvements of $10,359, which have been 
leased to the franchisee. 


In addition, during the year ended December 29, 2013, Wendy’s acquired one franchised restaurant; such 
transaction was not significant. See Note 8 for discussion of the step-acquisition of our investment in a joint venture 
in Japan. 


(5) Reorganization and Realignment Costs 


The following is a summary of the initiatives included in “Reorganization and realignment costs:” 


Year Ended 
cr Tt 
GecA realignment 2 is64 ets baie bok wea eee Sede A Gee $10,342 $12,926 $ = 
System optimization initiative ..... 2... 2. eee eee eee 11,568 18,977 31,062 
Facilities relocation and other transition costs ..........000000 00s — — 4,574 
Breakfast discontinuation ...... 0.0.00 e cece cece ee eee eens — = 1,118 
Arby’s transaction related costs 2.1... 0. cece cence eens — — 263 
Reorganization and realignment costs ............++e+e000- $21,910 $31,903 $37,017 


G&A Realignment 


In November 2014, the Company initiated a plan to reduce its general and administrative expenses. The plan 
included a realignment and reinvestment of resources to focus primarily on accelerated restaurant development and 
consumer-facing restaurant technology to drive long-term growth. The Company achieved the majority of the 
expense reductions through the realignment of its U.S. field operations and savings at its Restaurant Support Center 
in Dublin, Ohio, which was substantially completed by the end of the second quarter of 2015. The Company 
recognized costs totaling $10,342 during 2015 and $23,268 in aggregate since inception. The Company expects to 
incur additional costs aggregating approximately $1,900 during 2016, comprised primarily of recruitment and 
relocation costs for the reinvestment in resources to drive long-term growth. 


The following is a summary of the activity recorded as a result of our G&A realignment plan: 


Year Ended I Total ‘ 
Se ncurred Since 

2015 2014 Inception 

Severance and related employee costs ............00 0s eee eee $ 3,011 $11,917 $14,928 
Recruitment and relocation costs... 0.0.0.0 cece eee eee eee 1,658 209 1,867 
Oe: 75 ea feta teete fae ea wa ee ae been he fede 49 88 137 
4,718 12,214 16,932 

Share-based compensation (a) 1.2.2.0... e eee eee eee eee 5,624 712 6,336 
Total G&A realignment ...... 0.0 eee eee $10,342 $12,926 $23,268 


(a) Represents incremental share-based compensation resulting from the modification of stock options and 
performance-based awards in connection with the termination of employees under our G&A realignment plan. 
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The tables below present a rollforward of our accruals for our G&A realignment plan, which are included in 


“Accrued expenses and other current liabilities” and “Other liabilities.” 


Balance Balance 
December 28, January 3, 
2014 Charges Payments 2016 
Severance and related employee costs........... $11,609 $ 3,011 $(11,189) $ 3,431 
Recruitment and relocation costs ..........0005 149 1,658 (1,663) 144 
Other 2 fesen spiewa ad ae te oe fee dee one 5 49 (54) — 
$11,763 $ 4,718 $(12,906) $ 3,575 
Balance Balance 
December 29, December 28, 
2013 Charges Payments 2014 
Severance and related employee costs........... $ — $11,917. $ (308) $11,609 
Recruitment and relocation costs .............5 — 209 (60) 149 
COMER et phe att eer ate dine Sycraes — 88 (83) 5 
$ — $12,214 $ (451) $11,763 


System Optimization Initiative 


The Company has recognized costs related to its system optimization initiative which includes a shift from 


company-owned restaurants to franchised restaurants over time, through acquisitions and dispositions, as well as 


helping to facilitate franchisee-to-franchisee restaurant transfers. The Company expects to incur additional costs of 


approximately $8,600 during 2016, which are primarily comprised of professional fees of approximately $7,000 and 


accelerated amortization of previously acquired franchise rights related to company-owned restaurants in territories 
that will be sold to franchisees of approximately $1,600. 


(a) 


(b) 


84 


The following is a summary of the costs recorded as a result of our system optimization initiative: 


Year Ended ee Incurred 
ince 

2015 2014 2013 Inception 

Severance and related employee costs ............. $ 894 $7,608 $ 9,650 $18,152 
Professional fees’ 2s sec35 saane eke ewae Sena 3,360 3,424 2,389 9,173 
Oper bee es Sik A tts ced eee eres 930 3,678 863 5,471 
5,184 14,710 12,902 32,796 

Accelerated depreciation and amortization (a) ....... 6,384 507 16,907 23,798 
Share-based compensation (b) ...............0005 = 3,760 1,253 5,013 
Total system optimization initiative .......... $11,568 $18,977 $31,062 $61,607 


Primarily includes accelerated amortization of previously acquired franchise rights related to company-owned 


restaurants in territories that will be or have been sold in connection with our system optimization initiative. 


Represents incremental share-based compensation resulting from the modification of stock options and 


performance-based awards in connection with the termination of employees under our system optimization 


initiative. 
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The tables below present a rollforward of our accrual for our system optimization initiative, which is included 


in “Accrued expenses and other current liabilities.” 


Balance Balance 
December 28, January 3, 
Severance and related employee costs........... $2,235 $ 894 $ (3,052) $ 77 
Professional fees... 0.0... cece eee eee 146 3,360 (2,798) 708 
OCS oe a hen lessons descarga constrains eae 423 930 (1,263) 90 
$2,804 $ 5,184 $ (7,113) $ 875 
Balance Balance 
December 29, December 28, 
Severance and related employee costs........... $7,051 $ 7,608  $(12,424) $2,235 
Professional fees... 0.0... cece eee 137 3,424 (3,415) 146 
teh sos tecaapeaute dey elven tyantn ie eibee ances teaaes 260 3,678 (3,515) 423 
$7,448 $14,710 $(19,354) $2,804 


Facilities Relocation and Other Transition Costs 


During 2012, the Company substantially completed the relocation of the Company’s Atlanta restaurant 


support center to Ohio. The Company did not incur any expenses during 2015 or 2014 and does not expect to incur 


additional costs related to the relocation. 


Severance, retention and other payroll costs... 0... eee ee eee eee 
Relocation: COStS iy. c30 5.5 avacnes.Goavect: Gussie Sacaadevelaea Gee wb qua da dasnseca goa acaia alaadaens 
Atlanta facility closure costs... cee tenes 
Consulting and professional fees 2... 6... eee teens 


THEE? eine edides deatanegta aud edhe det Sind ord Sean and ded aes aes Rater eaad 


Accelerated depreciation expense 2.1.0... eee cece eee eens 
Share-based compensation ....... 00... cece eee ee eens 


Year Ended a a 
——— ince 

2013 Inception 
$1,856 $17,153 
1,898 7,120 
337 4,878 
128 5,056 
355 2,495 
4,574 36,702 
—_ 2,118 
_ 271 
$4,574 $39,091 


As of January 3, 2016, our accruals for facilities relocation and other transition costs, which are included in 
“Accrued expenses and other current liabilities” and “Other liabilities,” totaled $1,863 and related to Atlanta facility 


closure costs. 


Breakfast Discontinuation 


During 2013, the Company reflected costs totaling $1,118, resulting from the discontinuation of the breakfast 


daypart at certain restaurants. Costs during 2013 primarily consisted of the remaining carrying value of breakfast 


related equipment no longer being used. 


85 


THE WENDY’S COMPANY AND SUBSIDIARIES 
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS—CONTINUED 


(In Thousands Except Per Share Amounts) 


Arby’s Transaction Related Costs 


As a result of the sale of Arby’s in July 2011, we expensed costs related to the Arby’s transaction during 2013 of 
$263 and $41,919 since inception. The Company did not incur any expenses during 2015 or 2014 and does not 
expect to incur additional costs related to the transaction. 


(6) Income (Loss) Per Share 


Basic income (loss) per share for 2015, 2014 and 2013 was computed by dividing income (loss) amounts attributable 
to The Wendy’s Company by the weighted average number of common shares outstanding. Income (loss) amounts 
attributable to The Wendy’s Company used to calculate basic and diluted income (loss) per share were as follows: 


Year Ended 
mis «OS 
Amounts attributable to The Wendy’s Company: 
Income from continuing operations ...............00 0005 $139,979 $116,424 $48,390 
Net income (loss) from discontinued operations ........... 21,163 5,010 (2,903) 
Net income ...... 0.0... cece cece e eee ee ene eens $161,142 $121,434 $45,487 


The weighted average number of shares used to calculate basic and diluted income (loss) per share were as 
follows: 


Year Ended 
2015 2014 2013 
Common stock: 
Weighted average basic shares outstanding ................. 323,018 370,160 392,585 
Dilutive effect of stock options and restricted shares .......... 5,707 6,022 6,095 
Weighted average diluted shares outstanding ................ 328,725 376,182 398,680 


Diluted income per share was computed by dividing income attributable to The Wendy’s Company by the 
weighted average number of basic shares outstanding plus the potential common share effect of dilutive stock options 
and restricted shares. We excluded potential common shares of 2,323, 4,946 and 10,823 for 2015, 2014 and 2013, 
respectively, from our diluted income per share calculation as they would have had anti-dilutive effects. 


(7) Cash and Receivables 


Year End 
mis 0K 
Cash and cash equivalents 
Casa ss ictehs oeacbn. Steetvd ante nraea a ilotiarate aiden testreca Update each tee Aten Shee $281,877 $205,662 
Cash: equivalents: si s.ass 05 ada Nish gacsinnd are dighea hn aasece ieee andemed wack 45,339 61,450 


$327,216 $267,112 


Restricted cash equivalents 
Current (a) 


Collateral supporting letters of credit»... 2... eee eee $ 13,210 $ 16,843 
Accounts held by trustee for the securitized financing facility ........... 29,327 = 
Trust for termination costs for former Wendy’s executives ............. 168 168 
Other 4g v.05 ar ikaw ans OR acetic A atadoa re be wats Peanaihe 164 160 


$ 42,869 $ 17,171 


Non-current (b) 
Trust for termination costs for former Wendy’s executives ............. $ 1,191 $ 2,068 


(a) Included in “Prepaid expenses and other current assets.” 


(b) Included in “Other assets.” 
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(a) 


(b) 


(c) 


(d) 


Year End 
mis «a 
Accounts and Notes Receivable 
Current 
Accounts receivable: 
Pranichisees: <se-5.2.5ecte5.ta ochekag, we teatlaveealaGacacdes athens deseaad wees avecld $ 71,158 $46,433 
Other (a) es g:2 Sea ee ee tea ld A ate ed boned ddd ds 34,828 19,970 
105,986 66,403 
Notes receivable from franchisees (b) (Cc)... 0... cece eee ee 2,356 4,151 
108,342 70,554 
Allowance for doubtful accounts ....... 0... c ccc ccc ence ene (3,488) (2,343) 


$104,854 $68,211 


Non-Current (d) 
Notes receivable from franchisees (b) .. 0.0.0.0. 0c cece cee eee ee eee $ 5,158 $ 4,931 
Allowance for doubtful accounts ..... 0.0... c eee eens (257) (246) 


$ 4,901 $ 4,685 


Includes income tax refund receivables of $23,508 and $8,431 as of January 3, 2016 and December 28, 2014, 


respectively. See Note 14 for further information. 


Includes notes receivable from franchisees received in connection with the sale of company-owned restaurants 
during 2014, of which $83 and $3,520 are included in current notes receivable and $331 and $414 are included 
in non-current notes receivable as of January 3, 2016 and December 28, 2014, respectively. See Note 3 for 
further information. 


Also includes notes receivable from a franchisee in connection with the termination of our investment in a joint 
venture in Japan, of which $701 and $266 are included in current notes receivable and $2,212 and $2,179 of 
non-current notes receivable as of January 3, 2016 and December 28, 2014, respectively. See Note 8 for further 
information. 


Non-current notes receivable, as of January 3, 2016, include a note receivable from the Brazil JV of $1,700. See 
Note 8 for further information. 


Includes the current portion of direct financing lease receivables of $25 and $193 as of January 3, 2016 and 
December 28, 2014, respectively. See Note 20 for further information. 


Included in “Other assets.” 
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The following is an analysis of the allowance for doubtful accounts: 


Year End 
mis 201d ——«2OS 
Balance at beginning of year: 

OUP SMES seca ceuts 2 se ie lores aston see ute abe beepers ed wtetea-ddacsenctee aeeneeaee $2,343 $3,310 $5,740 

NotisClirrent eco cai ecacsiaseada tl dnb oad ds daa seeawe donde iacs 246 256 2,881 
Provision for doubtful accounts: 

Franchisees and other .. 0.0... 0. cece eee cece eee eens 979 (925) (320) 
Uncollectible accounts written off, net of recoveries ............00085 177 (52) (4,735) 
Balance at end of year: 

UPPER nates Gory dar ove ans Pevereny eda dra are etna edt, beloved wears mes 3,488 2,343 3,310 

NGneCUrrent’s.i504. dads eee cue 8 bbe Giese heh ees 257 246 256 

Total) 2.oh5oetate det ook dota n 8 aod ee bniadodia bdeheb db Ware edoo nes $3,745 $2,589 $ 3,566 

(8) Investments 
The following is a summary of the carrying value of our investments: 
Year End 
mis ——ONd 
Equity investments’: . ¢.4.c.e bees bebea te eaG ae eee eee Nees Feed ees $55,541 $69,790 
Cost investtnents, ¢ aioe eee ans ete ne whens eee ee teas hs eds ede tes 2,828 4,264 


$58,369 $74,054 


Equity Investments 


Wendy’s has a 50% share in the TimWen joint venture and a 20% share in the Brazil JV, both of which are 
accounted for using the equity method of accounting, under which our results of operations include our share of the 
income (loss) of the investees in “Other operating expense, net.” 


A wholly-owned subsidiary of Wendy’s entered into the Brazil JV during the second quarter of 2015 for the 
operation of Wendy’s restaurants in Brazil. Wendy’s, Starbord International Holdings B.V. and Infinity Holding E 
Participagées Ltda. contributed $1, $2 and $2, respectively, each receiving proportionate equity interests of 20%, 
40% and 40%, respectively. The Company did not receive any distributions and our share of the Brazil JV’s net losses 
was $88 during the year ended January 3, 2016. The wholly-owned subsidiary of Wendy’s also agreed to lend the 
Brazil JV an aggregate amount up to, but not to exceed, $8,000. The loan is denominated in U.S. Dollars, which is 
also the functional currency of the subsidiary; therefore, there is no exposure to changes in foreign currency rates. 
During 2015, the Company loaned the Brazil JV $1,700, which is due October 20, 2020 and bears interest at 
6.5% per year. See Note 7 for further discussion. 


The carrying value of our investment in TimWen exceeded our interest in the underlying equity of the joint 


venture by $32,513 and $41,213 as of January 3, 2016 and December 28, 2014, respectively, primarily due to 
purchase price adjustments from the Wendy’s merger. 
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Presented below is activity related to our portion of TimWen and the Brazil JV included in our consolidated 
balance sheets and consolidated statements of operations as of and for the years ended January 3, 2016, December 28, 
2014 and December 29, 2013. 


Year Ended 
m5 NS 

Balance at beginning of period... 2.0... se cece eee eee eee es $ 69,790 $79,810 $ 89,370 

Initial investment ......0. 0.0. ce eee eee ence nee 108 — — 

Equity in earnings for the period .... 2.0.0.0... cee eee eee 11,533 12,802 13,793 

Amortization of purchase price adjustments (a) .............-44 (2,328) (2,626) (2,981) 

9,313 10,176 10,812 

Distributions received 2.0.0.0... cece eee eee ee (12,451) (13,896) (14,116) 
Foreign currency translation adjustment included in “Other 

comprehensive (loss) income, net” (11,111) (6,300) (6,256) 

Balatice-at end'of period 04% ck eand educa pease peduneena ees $55,541 $69,790 $79,810 


(a) Based upon an average original aggregate life of 21 years. 


Presented below is a summary of the financial information of TimWen and the Brazil JV, including the balance 
sheets as of January 3, 2016 and December 28, 2014 and certain income statement information for the years ended 
January 3, 2016, December 28, 2014 and December 29, 2013. The summary balance sheet financial information 
does not distinguish between current and long-term assets and liabilities. 


Year End 
2015 2014 
Balance sheet information: 
PrOpetties:.cageieucengauseee pea awer tied dite eekse iia eee ees $45,642 $56,952 
Cash and cash equivalents ..... 20... cee eens 3,756 3,588 
ACCOUn tS receivable sc. cee tsk Minh ore Bees Ming deri d ahh ESAs Seat 3,365 2,663 
ORE 8 Sieh es CA eA RUA ASS ORE A eed od On we 2,261 2,105 


$55,024 $65,308 


Accounts payable and accrued liabilities... 0.0... eee eee ee $ 2,489 $ 1,995 
WDD E se asatit aera utetsentes Sinai rate atom tteee au nace ateang eal a eee ates ete 1,700 — 
Other liabilities: « :c44.cucitedbeeieadivddddeddiwies +odateheis eee 4,698 6,158 
Partners’ equity 1c ss eis eae Sag weeWhat sqawe bade dda at eee wee eos 46,137 57,155 


$55,024 $65,308 


Year Ended 
2015 2014 2013 
Income statement information: 
Revenies: <¢ic0d.dciesdererniw eda hee ia GGA Ped aes $ 33,215 $36,604 $ 38,751 
Income before income taxes ..... 0... cece cece eee eens 22,610 25,604 27,586 
Net inGome: 65.44 stoves Mieta Soe ee teda odode ees bas 22,822 25,604 27,586 
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Joint Venture in Japan 


A wholly-owned subsidiary of Wendy’s entered into a joint venture for the operation of Wendy’s restaurants in 
Japan (the “Japan JV”) with Ernest M. Higa and Higa Industries, Ltd., a corporation organized under the laws of 
Japan (collectively, the “Higa Partners”) during the second quarter of 2011. Through the first quarter of 2013 as 
further described below, our 49% share of the Japan JV was accounted for as an equity method investment. Our share 
of the Japan JV’s net loss of $1,090 during the year ended December 29, 2013 is included in “Other operating 
expense, net” in our consolidated statements of operations. 


In January 2013, Wendy’s and the Higa Partners agreed to fund future anticipated cash requirements of the 
Japan JV up to a maximum amount per partner. In conjunction with the first contributions in April 2013 of $1,000 
and $219 by Wendy’s and the Higa Partners, respectively, the partners executed an amendment to the original joint 
venture agreement which included revised rights and obligations of the partners and changes to the ownership and 
profit distribution percentages. As a result of the changes in the ownership rights and obligations of the partners in 
April 2013, Wendy’s consolidated the Japan JV beginning in the second quarter of 2013. Beginning in the second 
quarter of 2013, we reported the Japan JV’s results of operations in the appropriate line items in our consolidated 
statements of operations and the net loss attributable to the Higa Partners’ ownership percentage in “Net loss 
attributable to noncontrolling interests.” The consolidation of the Japan JV’s three restaurants did not have a material 
impact on our consolidated financial statements. In August 2013, additional contributions of $1,000 and $219 were 
made by Wendy’s and the Higa Partners, respectively. 


In December 2013, Wendy’s and the Higa Partners agreed to terminate Wendy’s investment in the joint 
venture and repay their respective portions of the Japan JV’s outstanding financing debt and liabilities related to 
restaurant closure costs (the “Obligations”). In connection with that agreement, Wendy’s (1) made a contribution to 
the Japan JV of $2,800 to pay the Obligations attributable to Wendy’s interest and (2) loaned $2,800 to the Japan JV 
to pay the Obligations attributable to the Higa Partners interest. Wendy’s also loaned $197 to the Japan JV to help 
support the future working capital needs of that entity. On December 27, 2013, Wendy’s transferred its interest in 
the Japan JV to Higa Industries, Ltd. for nominal consideration, terminating the joint venture, and establishing the 
Japan JV as a wholly-owned entity of the Higa Partners (“Wendy’s Japan”). Wendy’s Japan and the Higa Partners 
issued a promissory note to Wendy’s evidencing the commitment to repay both amounts described above in full by 
December 27, 2018. We have included our capital contributions totaling $4,800, net of cash acquired of $188, for 
the year ended December 29, 2013 in “Acquisitions” in our consolidated statement of cash flows. Therefore, Wendy’s 
deconsolidated the Japan JV and recognized a loss of $1,658, which was included in “Other operating expense, net” 
in our consolidated statements of operations for the year ended December 29, 2013. 


Certain of the Obligations were supported by guarantees by Wendy’s and the Higa Partners, and such 
guarantees were subject to a cross-indemnification arrangement between Wendy’s and the Higa Partners. With the 
repayment of the Japan JV’s financing debt, the applicable guarantees were also terminated, and both Wendy’s and 
the Higa Partners terminated the cross-indemnification arrangement related thereto. As a result, as of December 29, 
2013, Wendy’s had no remaining funding requirements for, or exposure under guarantees to lenders to, the Japan JV. 


Indirect Investment in Arby’s 


In connection with the sale of Arby’s, Wendy’s Restaurants obtained an 18.5% equity interest in ARG Holding 
Corporation (through which Wendy’s Restaurants indirectly retained an 18.5% interest in Arby’s) with a fair value of 
$19,000. See Note 2 for more information on the sale of Arby’s. We account for our interest in Arby’s as a cost 
method investment. During 2015, we received a dividend of $54,911 from our investment in Arby’s, which was 
recognized in “Investment income, net.” During 2013, we received a dividend of $40,145, of which $21,145 was 
recognized in “Investment income, net,” with the remainder recorded as a reduction to the carrying value of our 
investment in Arby’s. 
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Sale of Investment in Jurlique International Pty Ltd. 


On February 2, 2012, Jurl Holdings, LLC (“Jurl”), a 99.7% owned subsidiary completed the sale of our 
investment in Jurlique International Pty Ltd. (“Jurlique”), an Australian manufacturer of skin care products, for 
which we received proceeds of $27,287, net of the amount held in escrow. During the year ended December 29, 
2013, we collected $1,166 of the escrow. We also determined that $799 of the remaining escrow would not be 
received and recorded the reduction of our escrow receivable to “Investment income, net.” During the year ended 
December 28, 2014, we received a final escrow payment of $1,154 resulting in a gain of $199 which was recognized 
in “Investment income, net.” As a result of this sale and distributions to the minority shareholders, there are no 
remaining noncontrolling interests in this consolidated subsidiary. 


(9) Properties 


Year End 
2015 2014 
Owned: 
MAG drs, site tacts ee Brecher a nade Bhan aye Gaui ene? eee argh en Mange $ 379,982 $ 383,356 
Buildings and improvements ....... 0.0.0... sce e eee eee eens 508,186 490,762 
Office, restaurant and transportation equipment ................. 308,274 384,660 
Leasehold improvements ........ 0.0.00 e cece eee eee ees 371,734 365,441 
Leased: 
Capitalileases:(4) dint g cdtameki best h oes ede gireebe bed bekes 65,873 39,762 
1,634,049 1,663,981 
Accumulated depreciation and amortization (b) .............000 00000. (406,105) (422,811) 


$1,227,944 $1,241,170 


(a) These assets principally include buildings and improvements. 


(b) Includes $9,827 and $9,798 of accumulated amortization related to capital leases at January 3, 2016 and 
December 28, 2014, respectively. 


In connection with the reimaging of restaurants as part of our Image Activation program, we recorded 
$8,607 and $19,353 of accelerated depreciation and amortization during the years ended January 3, 2016 and 
December 28, 2014, respectively, on certain long-lived assets to reflect their use over shortened estimated useful lives. 


(10) Goodwill and Other Intangible Assets 
Goodwill activity for 2015 and 2014 was as follows: 


Year End 
m5 «OT 
Balance'at béginnine Of Year copied euro ale eee oe panes ates ae ee $822,562 $842,544 
Salévof the Bakety s-.4.¢c.00 yea e ela deae pie eiaa Stak eho eee es (12,067) — 
Restaurant dispositions (a)... 0... eee cece eects (32,942) (27,571) 
Restaurant acquisitions (b) 1.6.6... eee eee eee eee eens (1,408) 11,455 
Currency translation adjustment and other, net ............-0000000- (5,364) (3,866) 
Balance-aténd. of yeat i..3.4-c45404asoestaneiaae dese teas) bets weed awed $770,781 $822,562 


(a) During 2015 and 2014, in connection with the Company’s plan to sell company-owned restaurants as part of its 
ongoing system optimization initiative, goodwill of $32,942 and $11,574, respectively, was reclassified to assets 
held for sale, of which $20,431 and $2,035, respectively, was disposed of as a result of the sale of 
company-owned restaurants. See Note 3 for further information. 
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(b) Restaurant acquisitions in 2015 primarily represents an adjustment to the fair value of franchise rights acquired 
in connection with the acquisition of franchised restaurants during 2014. See Note 4 for further information. 


During the fourth quarter of 2013, step one of our annual goodwill impairment test indicated that our 
international franchise restaurants reporting unit was impaired as its carrying amount exceeded its fair value. The fair 
value of our international franchise reporting unit was based on the income approach, which was determined based on 
the present value of the anticipated cash flows associated with the reporting unit. The decline in the fair value of the 
international franchise restaurants reporting unit resulted from lower than anticipated current and future operating 
results including lower projected growth rates and profitability levels than previously anticipated. Step two of our 
process resulted in an impairment charge of $9,397, which represented the total amount of goodwill recorded for our 
international franchise restaurants reporting unit. We concluded in 2015, 2014 and 2013 that our remaining 
goodwill related to our North America company-owned and franchise restaurants reporting unit was not impaired. 


The following is a summary of the components of other intangible assets and the related amortization expense: 


Year End 2015 Year End 2014 
Accumulated Accumulated 
Cost Amortization Net Cost Amortization Net 

Indefinite-lived: 

Trademarks ............. $ 903,000 $ — $ 903,000 $ 903,000 $ — $ 903,000 
Definite-lived: 

Franchise agreements ..... 347,970 (120,298) 227,672 350,802 (104,596) 246,206 

Favorable leases .......... 209,523 (50,750) 158,773 192,854 (43,231) 149,623 

Reacquired rights under 

franchise agreements .... 8,753 (6,503) 2,250 8,685 (1,109) 7,576 
Software .......... eee ee 97,590 (49,698) 47,892 84,974 (40,072) 44,902 


$1,566,836 $(227,249) $1,339,587 $1,540,315 $(189,008) $1,351,307 


Aggregate amortization expense: 
Actual for fiscal year (a): 


DOTS» sie de tis ouds sudspeguand be gisiahecgd oud sea iacaea pubis ckandud eb Bla aap due AROS ae eagle $ 55,482 
201A: oh.03t000etdooidetaate decadw ue bee done dea ieee ed 42,274 
100 5 eee ane ieee oor eee er ee ae re 54,686 
Estimate for fiscal year: 
DO UGS Gr ccacaeestadacheg apse. dan eranseateng dsoacta dt tecsvghcoateent teense eaaveaies tees. A aden teetee $ 44,180 
QOL] chsh bdad eee be he bea a whedon daa et eee edad 41,090 
QOS selecrcscpialsactey aed eubep decd Sob ie Fug lated aegubcace peda. bee be acele gp eeaeR aa lavategaereceptare 37,758 
LOTS: 6 sche plo G dad ee ang eee en RE RED MRe GA DER HERE Ha 4 32,708 
DODO: sais aetes gcd ece-pag ana lng Goarecdes leialactig liven BG iapacdingaiaed palace epuad: ka gadhageQuaatecnied 30,270 
Thereattet s.50 05.0 eaten Gea actipieaaed Camda ited edd tte dee 250,581 


(a) Includes impairment charges on other intangible assets of $3,656, $3,610, $2,470 during 2015, 2014 and 2013, 
respectively. See Note 17 for more information on impairment of our long-lived assets. Also includes accelerated 
amortization on previously acquired franchise rights in territories that will be or have been sold as a part of our 
system optimization initiative of $6,384, $474 and $16,907 during 2015, 2014 and 2013, respectively. 
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(11) Accrued Expenses and Other Current Liabilities 


Year End 
2015 2014 
Accrued compensation and related benefits................000 000 eee $ 60,566 $ 41,260 
ACCHUCd TAKES: ois sd eho haus Gunn bane w ace Stes pede eh be Sette s 19,925 23,471 
Other < becdigaeiend Wiss ieh bias eee engee eto a ee keds bees 43,913 61,149 


$ 124,404 $ 125,880 


(12) Long-Term Debt 


Long-term debt consisted of the following: 


Year End 
2015 2014 
Series 2015-1 Class A-2 Notes: 

Series 2015-1 Class A-2-I Notes (a) .. 0... 0.0. e cece eee eee $ 872,813 $ = 
Series 2015-1 Class A-2-II Notes (a)... 0... cece eee eee 897,750 — 
Series 2015-1 Class A-2-HI Notes (a)... 0... eee eee ee 498,750 — 
Term A Loans, repaid in June 2015 (a). 0.0... eee eee ee eee — 541,733 
Term B Loans, repaid in June 2015 (a)... 6... eee eee — 759,758 
7% debentures, due in 2025 (b) . 0... cece ee eee ee 87,057 85,853 
Capital lease obligations, due through 2045 ............. 0. eee eee eee 109,173 59,073 
Unamortized debt issuance costs (c) ... 0... cece eee eee (39,430) (8,243) 
2,426,113 1,438,174 
Less amounts payable within one year..... 2... eee eee ee eee (23,290) (53,202) 
Total long-term debt 1.0.2.0... eee eee eee eee $2,402,823 $1,384,972 


Aggregate annual maturities of long-term debt, excluding the effect of purchase accounting adjustments, as of 
January 3, 2016 were as follows: 


Fiscal Year 

DONG: 653 sinecbicanes qreraen @ duaracg teed a asd cand Gucnedconsainer Gree eta see Erte Gi Be atelbes Goede geared arden ad $ 23,290 
DONT oc Biche hesestae sce His Dea etek SGaiaks cobs, iSseses as ona ta Peet Aas k Sass Hk Bea ctastin athe, Avenel tia: Betas ese 23,408 
DOUG sig. dscene-dedvs wtih orn ie Ridobs teehee aes Greed ae AE A wae ee ae eed eee 24,555 
DOU 2. coe des arses ahgacecsona dein Me wine Ba dcees 8 Bee keaiekaneds hoe da ea So Roe ea 862,944 
LOZ ics di eracana di bs head Seed Sed ed aia 4 Ave ee acw Ge Reee'e Sede goad aS ee Gh ee Ge eee 16,182 
WEP CAT tet «aca e258 S08 Be ae as Saad 4 a Arete SLAG Ook Bard ae BED eee Ora ee ais 1,528,107 


$2,478,486 


(a) On June 1, 2015, Wendy’s Funding, LLC (“Wendy’s Funding” or the “Master Issuer”), a limited-purpose, 
bankruptcy-remote, wholly-owned indirect subsidiary of The Wendy’s Company, entered into a base indenture 
and a related supplemental indenture (collectively, the “Indenture”) under which the Master Issuer may issue 
multiple series of notes. On the same date, the Master Issuer issued Series 2015-1 3.371% Fixed Rate Senior 
Secured Notes, Class A-2-I (the “Class A-2-I Notes”) with an initial principal amount of $875,000, 
Series 2015-1 4.080% Fixed Rate Senior Secured Notes, Class A-2-II (the “Class A-2-II Notes”) with an initial 
principal amount of $900,000 and the Series 2015-1 4.497% Fixed Rate Senior Secured Notes, Class A-2-III, 
(the “Class A-2-III Notes”) with an initial principal amount of $500,000 (collectively, the “Series 2015-1 
Class A-2 Notes”). In addition, the Master Issuer entered into a revolving financing facility of Series 2015-1 
Variable Funding Senior Secured Notes, Class A-1 (the “Series 2015-1 Class A-1 Notes” and, together with the 
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Series 2015-1 Class A-2 Notes, the “Series 2015-1 Senior Notes”), which allows for the drawing of up to 
$150,000 under the Series 2015-1 Class A-1 Notes, which include certain credit instruments, including a letter 
of credit facility. The Series 2015-1 Class A-1 Notes were issued under the Indenture and allow for drawings on 
a revolving basis. During the third quarter of 2015, the Company borrowed and repaid $19,000 under the 
Series 2015-1 Class A-1 Notes. 


The Series 2015-1 Senior Notes were issued in a securitization transaction pursuant to which certain of the 
Company’s domestic and foreign revenue-generating assets, consisting principally of franchise-related agreements, 
real estate assets, and intellectual property and license agreements for the use of intellectual property, were 
contributed or otherwise transferred to the Master Issuer and certain other limited-purpose, bankruptcy-remote, 
wholly-owned indirect subsidiaries of the Company that act as guarantors (the “Guarantors”) of the Series 2015-1 
Senior Notes and that have pledged substantially all of their assets, excluding certain real estate assets and subject 
to certain limitations, to secure the Series 2015-1 Senior Notes. 


Interest and principal payments on the Series 2015-1 Class A-2 Notes are payable on a quarterly basis. The 
requirement to make such quarterly principal payments on the Series 2015-1 Class A-2 Notes is subject to certain 
financial conditions set forth in the Indenture. The legal final maturity date of the Series 2015-I Class A-2 Notes 
is in June 2045, but, unless earlier prepaid to the extent permitted under the Indenture, the anticipated 
repayment dates of the Class A-2-I Notes, the Class A-2-II Notes and the Class A-2-III Notes will be 4.25, 7 and 
10 years, respectively, from the date of issuance (the “Anticipated Repayment Dates”). If the Master Issuer has 
not repaid or refinanced the Series 2015-1 Class A-2 Notes prior to the respective Anticipated Repayment Dates, 
additional interest will accrue pursuant to the Indenture. 


The Series 2015-1 Class A-1 Notes will accrue interest at a variable interest rate based on (i) the prime rate, 
(ii) overnight federal funds rates, (iii) the London interbank offered rate for U.S. Dollars or (iv) with respect to 
advances made by conduit investors, the weighted average cost of, or related to, the issuance of commercial paper 
allocated to fund or maintain such advances, in each case plus any applicable margin and as specified in the 
Series 2015-1 Class A-1 note agreement. There is a commitment fee on the unused portion of the Series 2015-1 
Class A-1 Notes which ranges from 0.50% to 0.85% based on utilization. It is anticipated that the principal and 
interest on the Series 2015-1 Class A-1 Notes will be repaid in full on or prior to June 2020, subject to two 
additional one-year extensions. Following the anticipated repayment date (and any extensions thereof), additional 
interest will accrue on the Series 2015-1 Class A-1 Notes equal to 5.0% per year. As of January 3, 2016, $23,002 
of letters of credit were outstanding against the Series 2015-1 Class A-1 Notes, which relate primarily to interest 
reserves required under the Indenture. 


During the year ended January 3, 2016, the Company incurred debt issuance costs of $43,817 in connection 
with the issuance of the Series 2015-1 Senior Notes. The debt issuance costs are being amortized to “Interest 
expense” through the Anticipated Repayment Dates of the Series 2015-1 Senior Notes utilizing the effective 
interest rate method. As of January 3, 2016, the effective interest rates, including the amortization of debt 
issuance costs, were 3.790%, 4.339% and 4.681% for the Class A-2-I Notes, Class A-2-II Notes and 
Class A-2-III Notes, respectively. 


The Series 2015-1 Senior Notes are subject to a series of covenants and restrictions customary for transactions of 
this type, including (i) that the Master Issuer maintains specified reserve accounts to be used to make required 
payments in respect of the Series 2015-1 Senior Notes, (ii) provisions relating to optional and mandatory 
prepayments and the related payment of specified amounts, including specified make-whole payments in the case 
of the Series 2015-1 Class A-2 Notes under certain circumstances, (iii) certain indemnification payments in the 
event, among other things, the assets pledged as collateral for the Series 2015-1 Senior Notes are in stated ways 
defective or ineffective and (iv) covenants relating to recordkeeping, access to information and similar matters. 
The Series 2015-1 Senior Notes are also subject to customary rapid amortization events provided for in the 
Indenture, including events tied to failure to maintain stated debt service coverage ratios, the sum of global gross 
sales for specified restaurants being below certain levels on certain measurement dates, certain manager 
termination events, an event of default, and the failure to repay or refinance the Series 2015-1 Class A-2 Notes on 
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the applicable scheduled maturity date. The Series 2015-1 Senior Notes are also subject to certain customary 
events of default, including events relating to non-payment of required interest, principal, or other amounts due 
on or with respect to the Series 2015-1 Senior Notes, failure to comply with covenants within certain time 
frames, certain bankruptcy events, breaches of specified representations and warranties, failure of security interests 
to be effective, and certain judgments. The Company was in compliance with these covenants as of January 3, 
2016. 


In accordance with the Indenture, certain cash accounts have been established with the Indenture trustee for the 
benefit of the trustee and the noteholders, and are restricted in their use. As of January 3, 2016, 
Wendy’s Funding had restricted cash of $29,327, which primarily represented cash collections and cash reserves 
held by the trustee to be used for payments of principal, interest and commitment fees required for the Series 
2015-1 Class A-2 Notes. 


The proceeds from the issuance of the Series 2015-1 Class A-2 Notes, were used to repay all amounts outstanding 
on the Term A Loans and Term B Loans under the Company’s May 16, 2013 Restated Credit Agreement 
amended on September 24, 2013 (the “2013 Restated Credit Agreement”). In connection with the repayment of 
the Term A Loans and Term B Loans, Wendy’s terminated the related interest rate swaps with notional amounts 
totaling $350,000 and $100,000, respectively, which had been designated as cash flow hedges. See Note 13 for 
more information on the interest rate swaps. As a result, the Company recorded a loss on early extinguishment of 
debt of $7,295 during the second quarter of 2015, primarily consisting of the write-off of deferred costs related to 
the 2013 Restated Credit Agreement of $7,233 and fees paid to terminate the related interest rate swaps of $62. 


During the second quarter of 2013, Wendy’s incurred a loss on the early extinguishment of debt of $21,019 as a 
result of refinancing its Credit Agreement dated May 15, 2012 (the “2012 Credit Agreement”) on May 16, 2013. 
The proceeds from the May 16, 2013 Restated Credit Agreement Term A Loans were used to refinance a portion 
of the existing Term B Loans. The loss on early extinguishment of debt consisted of the write-off of the 
unaccreted discount on Term B Loans and the deferred costs associated with the 2012 Credit Agreement, as 
illustrated in the table below. 


On September 24, 2013, Wendy’s entered into an amendment to its May 16, 2013 Restated Credit Agreement 
to borrow an aggregate principal amount of up to $225,000 of additional Term A Loans. On October 24, 2013, 
Wendy’s borrowed $225,000 of additional Term A Loans. Proceeds from the additional Term A Loans, plus cash 
on hand, were used to redeem all amounts outstanding on the aggregate principal amount of the Wendy’s 6.20% 
Senior Notes due in 2014 (the “6.20% Senior Notes”) at a price equal to 103.8%, as defined in the 6.20% Senior 
Notes and accrued and unpaid interest to the redemption date. In connection with the redemption of the 6.20% 
Senior Notes, Wendy’s terminated the related interest rate swaps with notional amounts totaling $225,000 which 
had. been designated as fair value hedges. As a result, Wendy’s recognized a loss on the early extinguishment of 
debt of $7,544 during the fourth quarter of 2013 which consisted of (1) a premium payment, as defined in the 
6.20% Senior Notes, (2) the remaining fair value adjustment previously recorded in connection with the 
Wendy’s merger, partially offset by (3) a benefit from the cumulative effect of our fair value hedges, as illustrated 
in the table below. 


As a result of the refinancings described above, the Company incurred losses on the early extinguishment of 
debt as follows: 


Year End 
2013 

Unaccreted discount on Term B Loans ........ 00sec ccc e ete n neces eee ete tn eeees $ 9,561 
Deferred costs associated with the 2012 Credit Agreement ........... 0... c cee eee eee eee 11,458 
Unaccreted fair value adjustment associated with the 6.20% Senior Notes ..............4. 3,168 
Benefit from cumulative effect of the fair value hedges ......... 0... cece eee eee (4,063) 
Premium payment to redeem the 6.20% Senior Notes ......... 0.0 e cece eee 8,439 
Loss on early extinguishment of debt ...... 0.0.0 eee eee eee eee $28,563 
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(b) Wendy’s 7% debentures are unsecured and were reduced to fair value in connection with the Wendy’s merger 
based on their outstanding principal of $100,000 and an effective interest rate of 8.6%. The fair value 
adjustment is being accreted and the related charge included in “Interest expense” until the debentures mature. 
These debentures contain covenants that restrict the incurrence of indebtedness secured by liens and certain 
capitalized lease transactions. Wendy’s was in compliance with these covenants as of January 3, 2016. 


(c) During the second quarter of 2015, the Company early adopted an amendment requiring debt issuance costs to 
be presented in the balance sheet as a direct reduction of the related debt liability rather than as an asset. The 
adoption of this guidance resulted in the reclassification of debt issuance costs of $8,243 from “Other assets” to 
“Long-term debt” in our consolidated balance sheet as of December 28, 2014. See Note 1 for further 
information. 


Wendy’s U.S. advertising fund has a revolving line of credit of $25,000. Neither the Company, nor Wendy’s, is 
the guarantor of the debt. The advertising fund facility was established to fund the advertising fund operations. The 
full amount of the line was available under this line of credit as of January 3, 2016. 


At January 3, 2016, one of Wendy’s Canadian subsidiaries had a revolving credit facility of C$6,000 which 
bears interest at the Bank of Montreal Prime Rate. The debt is guaranteed by Wendy’s. The full amount of the line 
was available under this line of credit as of January 3, 2016. 


The following is a summary of the Company’s assets pledged as collateral for certain debt: 


Year End 
2015 
Cash and cash equivalents... 0... cette tenet e ena $ 43,535 
Accounts and notes receivable (including long-term) 1.1.2.0... 0.00. cece eee eee eee 45,545 
TAVEREORIES soi bch Ge eekheeddee seaweed oad ad edad bt babar kent edea ween es 2,758 
PROPEL SS: os ni, bis its ch dng tet ata ig das eh ee Sale Bae al ain gras Q anasto id ule tedprde used a daueR tly engeenal anders 140,157 
Other intangible'assets cee eses eek hea tade weds pees eee dew es 1,126,859 
Restricted cash and other assets (including long-term) ....... 0.0.0... cece eee ee eee 29,425 
$1,388,279 


(13) Fair Value Measurements 


Fair value is defined as the price that would be received to sell an asset or paid to transfer a liability in an orderly 
transaction between market participants at the measurement date. Valuation techniques under the accounting 
guidance related to fair value measurements are based on observable and unobservable inputs. Observable inputs 
reflect readily obtainable data from independent sources, while unobservable inputs reflect our market assumptions. 
These inputs are classified into the following hierarchy: 


Level 1 Inputs - Quoted prices for identical assets or liabilities in active markets. 


Level 2 Inputs - Quoted prices for similar assets or liabilities in active markets; quoted prices for identical or 
similar assets or liabilities in markets that are not active; and model-derived valuations whose inputs are 
observable or whose significant value drivers are observable. 


Level 3 Inputs - Pricing inputs are unobservable for the assets or liabilities and include situations where there is 
little, if any, market activity for the assets or liabilities. The inputs into the determination of fair value require 
significant management judgment or estimation. 
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Financial Instruments 


The following table presents the carrying amounts and estimated fair values of the Company’s financial 


instruments: 
January 3, December 28, 
2016 2014 
“Canying Carrying 
Amount Fair Value =Amount Fair Value Fair Value Measurements 
Financial assets 
Cashéquivalénts: 205 s6siaeesisehes a6 $ 45,339 $ 45,339 $ 61,450 $ 61,450 Level 1 
Non-current cost method investments (a) ... 2,828 249,870 4,264 147,760 Level 3 
Financial liabilities 
Series 2015-1 Class A-2-I Notes (b) ....... 872,813 849,106 — — Level 2 
Series 2015-1 Class A-2-II Notes (b) ...... 897,750 879,795 — — Level 2 
Series 2015-1 Class A-2-HI Notes (b) ...... 498,750 484,648 = — Level 2 
Term A Loans, repaid in June 2015 (b) .... — — 541,733 540,717 Level 2 
Term B Loans, repaid in June 2015 (b) .... — — 759,758 752,160 Level 2 
7% debentures, due in 2025 (b) .......... 87,057. 100,500 85,853 104,250 Level 2 
Cash flow hedges (c) ............000000. — — 3,343 3,343 Level 2 
Guarantees of franchisee loan obligations (d) . . 851 851 968 968 Level 3 


(a) The fair value of our indirect investment in Arby’s is based on applying a multiple to Arby’s adjusted earnings 
before income taxes, depreciation and amortization per its current unaudited financial information. The carrying 
value of our indirect investment in Arby’s was reduced to zero during 2013 in connection with the receipt of a 
dividend. See Note 8 for more information. The fair values of our remaining investments are not significant and 
are based on our review of information provided by the investment managers or investees which was based on 
(1) valuations performed by the investment managers or investees, (2) quoted market or broker/dealer prices for 
similar investments and (3) quoted market or broker/dealer prices adjusted by the investment managers for legal 
or contractual restrictions, risk of nonperformance or lack of marketability, depending upon the underlying 
investments. 


(b) The fair values were based on quoted market prices in markets that are not considered active markets. 


(c) The fair values were developed using market observable data for all significant inputs. 


(d 


aS 


Wendy’s has provided loan guarantees to various lenders on behalf of franchisees entering into debt arrangements 
for new restaurant development and equipment financing. In addition during 2012, Wendy’s provided a 
guarantee to a lender for a franchisee in connection with the refinancing of the franchisee’s debt. We have 
accrued a liability for the fair value of these guarantees, the calculation of which was based upon a weighted 
average risk percentage established at inception adjusted for a history of defaults. 


The carrying amounts of cash, accounts payable and accrued expenses approximated fair value due to the 
short-term nature of those items. The carrying amounts of accounts and notes receivable (both current and 
non-current) approximated fair value due to the effect of the related allowance for doubtful accounts. Our derivative 
instruments, cash and cash equivalents and guarantees are the only financial assets and liabilities measured and 
recorded at fair value on a recurring basis. 


Derivative Instruments 


The Company’s primary objective for entering into interest rate swap agreements was to manage its exposure to 
changes in interest rates, as well as to maintain an appropriate mix of fixed and variable rate debt. 


Our derivative instruments for the periods presented included seven forward starting interest rate swaps 
designated as cash flow hedges to change the floating rate interest payments associated with $350,000 and $100,000 


97 


THE WENDY’S COMPANY AND SUBSIDIARIES 
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS—CONTINUED 


(In Thousands Except Per Share Amounts) 


in borrowings under the Term A Loans and Term B Loans, respectively, to fixed rate interest payments beginning 
June 30, 2015 and maturing on December 31, 2017. In May 2015, the Company terminated these interest rate swaps 
and paid $7,275, which was recorded against the derivative liability. In addition, the Company incurred $62 in fees to 
terminate the interest rate swaps which was included in “Loss on early extinguishment of debt.” See Note 12 for 
further information. The unrealized loss on the cash flow hedges at termination of $7,275 is being reclassified on a 
straight-line basis from “Accumulated other comprehensive loss” to “Interest expense” beginning June 30, 2015, the 
original effective date of the interest rate swaps through December 31, 2017, the original maturity date of the interest 
rate swaps. As a result, the year ended January 3, 2016 includes the reclassification of unrealized losses on the cash 
flow hedges of $1,487 from “Accumulated other comprehensive loss” to “Interest expense.” 


As of December 28, 2014, the fair value of the cash flow hedges of $3,343 was included in “Other liabilities” 
and a corresponding offset to “Accumulated other comprehensive loss.” All of the Company’s financial instruments 
were in a liability position as of December 28, 2014 and therefore presented gross in the consolidated balance sheet. 
There was no hedge ineffectiveness from these cash flows hedges through their termination in May 2015. 


Our derivative instruments for the year ended December 29, 2013 also included interest rate swaps designated 
as fair value hedges on our 6.20% Senior Notes with notional amounts totaling $225,000 to swap the fixed rate 
interest payments on the 6.20% Senior Notes for floating rate interest payments. In connection with the redemption 
of the 6.20% Senior Notes on October 24, 2013, we terminated these interest rate swaps and recognized a 
$4,063 benefit from the cumulative effect of our fair value hedges, which was included in “Loss on early 
extinguishment of debt” for the year ended December 29, 2013. Upon termination of the interest rate swaps, we 
received a $5,708 cash payment, which was recorded against the derivative asset and the related derivative interest 
receivable. Interest income on the fair value hedges was $4,319 for the year ended December 29, 2013. There was no 
ineffectiveness from these fair value hedges through their termination in October 2013. 


Non-Recurring Fair Value Measurements 


Assets and liabilities remeasured to fair value on a non-recurring basis during the years ended January 3, 2016 
and December 28, 2014 resulted in impairment which we have recorded to “Impairment of long-lived assets” in our 
consolidated statements of operations. 


Total losses for the years ended January 3, 2016 and December 28, 2014 reflect the impact of remeasuring 
long-lived assets held and used (including land, buildings, leasehold improvements and favorable lease assets) to fair 
value as a result of (1) the Company’s decision to lease and/or sublease the land and/or buildings to franchisees in 
connection with the sale or anticipated sale of restaurants and (2) declines in operating performance at 
company-owned restaurants. The fair value of long-lived assets held and used presented in the tables below represents 
the remaining carrying value and was estimated based on either discounted cash flows of future anticipated lease and 
sublease income or current market values. 


Total losses for the years ended January 3, 2016 and December 28, 2014 also include the impact of 
remeasuring long-lived assets held for sale which primarily include surplus properties. The fair values of long-lived 
assets held for sale presented in the tables below represent the remaining carrying value and were estimated based on 
current market values. See Note 17 for more information on impairment of our long-lived assets. 


Fair Value Measurements 


January 3, 2015 
2016 Level 1 Level 2 Level 3 Total Losses 
Held and used ........ ccc cc cee tee ents $10,244 $— $— $10,244 $22,346 
Held tot Sale iics.o5e. desc. goede ha VS A els GO a 4,328 _ — 4,328 2,655 
Total... cece eee eens $14,572 $— $— $14,572 $25,001 
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Fair Value Measurements 
December 28, 2014 


2014 Level 1 Level 2 Level 3 Total Losses 
Held and used ...... 0.0.00 c cece $ 8,651 $— $— $ 8,651 $17,139 
Held tot sale! 2.2.4.34.2.0s44 iw eae oben 4,967 — — 4,967 2,474 
MeOtal: st.-c.ssaatomtitaaityattaanjaccs cutacta ensue $13,618 $— $— — $13,618 $19,613 


(14) Income Taxes 


Income from continuing operations before income taxes and noncontrolling interests is set forth below: 


Year Ended 
a 
Domestiog, 2-02.13 45 oe he ee ee ee ne $208,827 $173,143 $54,175 
PORCIED 8 wi tiie Sheek ee ae. dia's Satie ne aes Wie aig, Wee dea eee lees 25,301 195397 9,417 


$234,128 $192,540 $63,592 


The (provision for) benefit from income taxes from continuing operations is set forth below: 


Year Ended 
mis «OMS 
Current: 
WS: Bederall. isp dei eck Veto Nad be alas oneness $(12,414) $ 6,673 $ (1,942) 
Sate. fai ee ee eh ees ts ets eo ees 3,346 (7,863) 8,889 
POPS. 2h4 ote actetins aa teehee eeee tee ae ee (10,778) (8,093) (7,446) 
Current tax provision... 0... 6. ee eee eee ee eee (19,846) (9,283) (499) 
Deferred: 
UGS. Fedettall ig scsce.g ects e ice cdsace'e due ea 5 ene 0 ace eoas anh psa eveba eave (53,916) (67,977) (22,810) 
State! sick cura e dha eet abe Getad woe de DEA ae A Mes (21,375) 671 5,306 
FORCIGI: ios. 24/5. dace peng deed ae oa ga apie eed kcal 988 473 1,946 
Deferred tax provision... 1.0.0... cece eee eee eee (74,303) (66,833) (15,558) 


Income tax provision ... 6... 6. eee eee eee eee $(94,149) $(76,116) $(16,057) 
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Deferred tax assets (liabilities) are set forth below: 


Year End 
2015 2014 

Deferred tax assets: 

Net operating loss and credit carryforwards ............... $ 51,782 $ 82,143 

Unfavorable leases 20... ccc cece eet encase 40,084 34,140 

Accrued compensation and related benefits ............... 35,963 40,268 

Accrued expenses and reserves . 6.0.0... cece eee eee 18,156 23,336 

Deferred rent ..... 0. ccc ccc cece ene teen ene 17,661 15,214 

Othe? 5 sch pbk badd dada Gotan Gabe eA 9,157 9,122 

Valuation allowances ....... 0.00 cece eee cee eee (17,097) (11,213) 
Total deferred tax assets... 0. ccc ccc ccc e eet n en enes 155,706 193,010 
Deferred tax liabilities: 

Intangible:assets | .¢ ic ecee ne eba eee eed deg ee (499,467) (506,251) 

Owned and leased fixed assets net of related obligations ...... (95,619) (89,117) 

Other aia g areteeaen parece eer os atte ee Rane ge hoses (20,333) (17,824) 


Sea hte Saas ae arse esis (615,419) (613,192) 
$(459,713)  $(420,182) 


In November 2015, the FASB issued an amendment that requires deferred tax assets and deferred tax liabilities 
be classified as non-current in the consolidated balance sheet. The Company early adopted this amendment, 
prospectively, during the fourth quarter of 2015. 


Changes in the Company’s deferred tax asset and liability balances were primarily the result of the utilization of 
net operating loss and credit carryforwards and the impact of the system optimization initiative, as described in 
Note 3, primarily related to state valuation allowances and favorable and unfavorable leases. 


The amounts and expiration dates of net operating loss and tax credit carryforwards are as follows: 


Amount Expiration 
Tax credit carryforwards: 
USS. federal foreign tax credits 2.0... 0. eee eee eee $ 20,845 2021-2023 
State:tax cteditS . osc niemiayaet baadenwedeetaces eS ese 454 2019-2023 
Foreign tax credits of non-U.S. subsidiaries ............0..000. 3,051 2021-2024 


Total 


Net operating loss carryforwards: 
State net operating loss carryforwards 


bed are Rie ue ee eeduena Gas bie wei $944,314 2016-2033 


As of January 3, 2016, the Company had a deferred tax asset of $53,661 related to the state net operating loss 
carryforwards and federal, foreign and state tax credits before reduction for unrecognized tax benefits related to excess 
share-based compensation deductions. In 2015 and prior years, we deducted $167,386 in excess of cumulative 
compensation costs relating to the exercise of stock options and vesting of restricted stock. The Company has 
recognized $49,613 and $9,363 in 2015 and 2014, respectively, of the $60,856 tax benefit relating to these 
deductions and will continue to do so in future periods as it continues to have income taxes currently payable against 
which the benefits can be realized as a result of utilizing its net operating loss carryforwards. The Company has 
recognized the $49,613 and $9,363 tax benefits in 2015 and 2014, respectively, as a reduction of current income 
taxes payable with an equal offsetting increase in “Additional paid-in capital.” 


The Company’s valuation allowances of $17,097, $11,213 and $10,548 as of January 3, 2016, December 28, 
2014 and December 29, 2013, respectively, relate to state net operating loss and foreign and state tax credit 
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carryforwards. Valuation allowances increased $5,884 during the year ended January 3, 2016 primarily as a result of 
the expected sale of restaurants classified as held for sale under our system optimization initiative described in Note 3. 
Valuation allowances increased $665 during the year ended December 28, 2014 primarily as a result of generating 
foreign tax credits with a limited carryforward period in 2014 that are in excess of what the Company expects to 
utilize prior to their expiration. Valuation allowances decreased $10,504 during the year ended December 29, 2013 
primarily as a result of changes to the legal form of certain subsidiaries resulting in changes in expected future state 
taxable income available to utilize certain state net operating loss carryforwards. 


During the first quarter of 2013, the Company finalized its long-term investment plan with respect to the 
Company’s non-U.S. earnings. There are no plans to repatriate cash from, and the Company intends to indefinitely 
reinvest undistributed earnings of, its non-U.S. subsidiaries. As such, the Company reversed $1,832 of deferred tax 
liabilities during the year ended December 29, 2013, relating to investments in foreign subsidiaries which the 
Company now considers permanently invested outside of the U.S. 


Consequently, deferred income taxes have not been recorded for temporary differences related to investments in 
non-U.S. subsidiaries. These temporary differences were approximately $99,400 at January 3, 2016 and consisted 
primarily of undistributed earnings considered permanently invested in operations outside the U.S. Determination of 
the incremental income tax liability on these unremitted earnings is dependent on circumstances existing if, and when 
remittance occurs. However, we estimate that if unremitted earnings were to have been remitted, the additional tax 
liability would have been approximately $9,400 at January 3, 2016. 


The reconciliation of income tax computed at the U.S. Federal statutory rate to reported income tax is set forth 


below: 
oe 
a 2014 ae 
Income tax provision at the U.S. Federal statutory rate .......... $(81,945) $(67,389) $(22,257) 
State income tax provision, net of U.S. Federal income tax effect .. . (7,234) (4,747) (1,278) 
Foreign and U.S. tax effects of foreign operations (a) ............ 4,389 4,089 2,886 
Dividends received deduction (b) .. 0.0.0.0... ccc eee eee 3,455 — 1,424 
Jobs tax ctédits; nét 46. cik eis wade M ieee de eewe es 2,402 2,084 4,384 
Non-deductible goodwill (Cc)... .. ec cece eect eens (7,435) (9,389) (9,875) 
Valuation allowances (d) .. 0.0.0... ccc cece eee ee nee (6,075) (665) 10,504 
Non-deductible expenses and other ............ 000 (1,706) (99) (1,845) 
$(94,149) $(76,116) $(16,057) 
(a) 2013 includes reversal of deferred taxes on investments in foreign subsidiaries now considered permanently 


invested outside of the U.S. 


(b 


=? 


We received dividends of $54,911 and $40,145 during 2015 and 2013, respectively, from our investment in 
Arby’s. See Note 8 for further information. 


Substantially all of the goodwill included in the gain on sales of restaurants in 2015, 2014 and 2013 under our 
system optimization initiative as noted below, and the impairment of international goodwill in 2013 was 
non-deductible for tax purposes. See Notes 3 and 10 for further information. 


(c 


wm 


(d 


we 


Includes changes for deferred tax assets generated or utilized during the current year and changes in our judgment 
regarding the likelihood of the utilization of deferred tax assets. 2015 and 2013 primarily relate to changes in the 
likelihood of the utilization of deferred tax assets related to state net operating loss carryforwards. 


The Company’s system optimization initiative described in Note 3 impacted our tax provision due to the 
following: 1) goodwill disposal and other non-deductible expenses incurred in connection with the sale of restaurants 
during 2015, 2014 and 2013 of $8,987, $9,389 and $7,471, respectively, (2) changes to the Canadian deferred tax 
rate of $70 in 2014, (3) changes to the state deferred tax rate of $1,587 and $5,122 in 2015 and 2013, respectively, 
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and (4) changes in valuation allowances related to the likelihood of the utilization of state net operating loss 
carryforwards of $4,542 in 2015. These amounts are included in the state income tax provision, the foreign provision, 
non-deductible goodwill and the valuation allowance amounts presented in the table above. 


The Company participates in the Internal Revenue Service (the “IRS”) Compliance Assurance Process (“CAP”). 
As part of CAP, tax years are examined on a contemporaneous basis so that all or most issues are resolved prior to the 
filing of the tax return. As such, our tax returns for fiscal years 2009 through 2014 have been settled. Certain of the 
Company’s state income tax returns from its 2011 fiscal year and forward remain subject to examination. We believe 
that adequate provisions have been made for any liabilities, including interest and penalties that may result from the 
completion of these examinations. 


Unrecognized Tax Benefits 


As of January 3, 2016, the Company had unrecognized tax benefits of $21,224, which, if resolved favorably 
would reduce income tax expense by $15,843. A reconciliation of the beginning and ending amount of unrecognized 
tax benefits follows: 


Year End 
~ 2015 ~«-.2014.—~St*s=—i«C01 
Beginning balance: 2ss.64 seyoeid bckde wee ede ee de debe Saas Ss $25,715 $23,897 $28,848 
Additions: 
Tax positions of current year 21... 2. eee eee 927 — — 
Tax positions of prior years... 2... eee eee eee 476 2,678 3,579 
Reductions: 
Tax positions of prior years... 2... eee eee eee (5,182) (582) (4,914) 
Settléiments: 3s. o:ciieta. cat es hie aded ea Gane a (251) — (2,416) 
Lapse of statute of limitations ........... 00.0.0. ee eee eee (461) (278) (1,200) 
Ending balance: 3.06156 se cele duigi-is Sanaa to tasakatasdl aidan $21,224 $25,715 $23,897 


During the first quarter of 2015, we concluded two state income tax examinations which resulted in the 
recognition of a net tax benefit of $1,872 and the reduction of our unrecognized tax benefits by $3,686. Additionally, 
during the second quarter of 2015, unfavorable state court decisions and audit experience led us to abandon certain 
refund claims, which resulted in a reduction of our unrecognized tax benefits by $1,274. 


During 2016, we believe it is reasonably possible the Company will reduce unrecognized tax benefits by up to 
$6,896, primarily as a result of the completion of certain income tax examinations. 


During 2015, 2014 and 2013, the Company recognized $(1,627), $315 and $(835) of (income) expense for 
interest and $15, $330 and $672 of income resulting from the reversal of accrued penalties, respectively, related to 
uncertain tax positions. The Company has approximately $1,223 and $2,949 accrued for interest and $642 and $657 
accrued for penalties as of January 3, 2016 and December 28, 2014, respectively. 


(15) Stockholders’ Equity 
Dividends 


During the years ended January 3, 2016, December 28, 2014 and December 29, 2013, The Wendy’s Company 
paid dividends per share of $0.225, $0.205 and $0.18, respectively. 
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There were 470,424 shares of common stock issued at the beginning and end of 2015, 2014 and 2013. 
Treasury stock activity for 2015, 2014 and 2013 was as follows: 


Treasury Stock 
2015 2014 2013 

Number of shares at beginning of year... 1.0... eee eee ee eee 104,614 77,637 78,051 
Repurchases of common stock ......... 0.0 eee eects 99,881 32,716 8,720 
Common shares issued: 

Stock:Optons; HCC ens hd a tears e da Hh nae ee en toe Mee wee he (5,043) (4,930) (8,771) 

Restricted stock net ..0.4ie okie bikie boas Bi akd ae See (1,258) (732) (202) 

Director tees: ic gccat ane kkeecdaw ed Pogues eens Shona decease (21) (24) (35) 
Orn esha tose ech Sytca ho cers Seen eae A oe ee (64) (53) = (126) 
Number of shares at end of year 1... 0... cee eee eee teen eee 198,109 104,614 77,637 


Repurchases of Common Stock 


In August 2014, our Board of Directors authorized a repurchase program for up to $100,000 of our common 
stock through December 31, 2015, when and if market conditions warrant and to the extent legally permissible. On 
June 1, 2015, our Board of Directors authorized a new repurchase program for up to $1,400,000 of our common 
stock through January 1, 2017, when and if market conditions warrant and to the extent legally permissible. 


As part of the August 2014 authorization, $76,111 remained available as of December 28, 2014. During the 
first and second quarters of 2015, the Company repurchased 5,655 shares with an aggregate purchase price of 
$61,631, excluding commissions of $86. During the third quarter of 2015, the Company repurchased 
$14,480 through the accelerated share repurchase agreement described below. As a result, the $100,000 share 
repurchase program authorized in August 2014 was completed. 


As part of the June 2015 authorization, the Company commenced an $850,000 share repurchase program on 
June 3, 2015, which included (1) a modified Dutch auction tender offer to repurchase up to $639,000 of our 
common stock and (2) a separate stock purchase agreement to repurchase up to $211,000 of our common stock from 
the Trian Group (as defined in Note 22). For additional information on the separate stock purchase agreement see 
Note 22. On June 30, 2015, the tender offer expired and on July 8, 2015, the Company repurchased 55,808 shares at 
$11.45 per share for an aggregate purchase price of $639,000. On July 17, 2015, the Company repurchased 18,416 
shares at $11.45 per share, pursuant to the separate stock purchase agreement, for an aggregate purchase price of 
$210,867. As a result, the $850,000 share repurchase program that commenced on June 3, 2015 was completed 
during the third quarter of 2015. During 2015, the Company incurred costs of $2,288 in connection with the tender 
offer and Trian Group stock purchase agreement, which were recorded to treasury stock. 


In August 2015, the Company entered into an accelerated share repurchase agreement (the “ASR Agreement”) 
with a third-party financial institution to repurchase common stock as part of the Company’s existing share 
repurchase programs. Under the ASR Agreement, the Company paid the financial institution an initial purchase price 
of $164,500 in cash and received an initial delivery of 14,385 shares of common stock, representing an estimate of 
85% of the total shares expected to be delivered under the ASR Agreement. The total number of shares of common 
stock ultimately purchased by the Company under the ASR Agreement was based on the average of the daily 
volume-weighted average prices of the common stock during the term of the ASR Agreement, less an agreed discount. 
On September 25, 2015, the Company completed the ASR Agreement and received an additional 3,551 shares of 
common stock. During 2015, the Company incurred costs of $58 in connection with the ASR Agreement, which 
were recorded to treasury stock. 
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Also as part of the June 2015 authorization, the Company repurchased 2,066 shares during 2015 with an 
ageregate purchase price of $21,959, of which $1,700 was accrued at January 3, 2016 and excluding commissions of 
$28. As of January 3, 2016, the Company had $378,156 remaining availability under its June 2015 authorization. 
Subsequent to January 3, 2016 through February 24, 2016, the Company repurchased 2,534 shares for an aggregate 
purchase price of $24,808, excluding commissions of $38. 


During 2014, the Company repurchased 2,986 shares with an aggregate purchase price of $23,889, excluding 
commissions of $52, as part of the August 2014 authorization. In January 2014, our Board of Directors authorized a 
repurchase program, which the Company fully utilized through completion of a modified Dutch auction tender offer 
on February 19, 2014 resulting in 29,730 shares repurchased for an aggregate purchase price of $275,000. The 
Company incurred costs of $2,275 in connection with the tender offer, which were recorded to treasury stock. 


In November 2012, our Board of Directors authorized the repurchase of up to $100,000 of our common stock 
through December 29, 2013. During 2013, the Company repurchased 8,720 shares with an aggregate purchase price 
of $69,167, excluding commissions of $153. The authorization for the repurchase program expired at the end of the 
2013 fiscal year. 


Preferred Stock 


There were 100,000 shares authorized and no shares issued of preferred stock throughout 2015, 2014 and 
2013. 


Accumulated Other Comprehensive Loss 


The following table provides a rollforward of the components of accumulated other comprehensive income 
(loss) attributable to The Wendy’s Company, net of tax as applicable: 


Foreign 
Currency Cash Flow 
Translation Hedges (a) Pension Total 
Balance at December 30, 2012 ......... 0.0.0... $ 7,197 $ — _ $(1,216) $ 5,981 
Current-period other comprehensive (loss) income ....... (17,000) 744 (62) (16,318) 
Balance at December 29, 2013... 00... 0c cece cc cee ees (9,803) 744 (1,278) (10,337) 
Current-period other comprehensive (loss) income ....... (18,560) (2,788) 391 = (20,957) 
Balance at December 28, 2014... 0.0.0... 00... c cece eee eee (28,363) (2,044) (887) (31,294) 
Current-period other comprehensive (loss) income ....... (37,800) (1,527) (202) (39,529) 
Balancé-at\Jantaty 3; 2016.20 1sGen0sds aX neva deasadecss $(66,163) $(3,571) $(1,089) $(70,823) 


(a) Current-period other comprehensive (loss) income includes the effect of changes in unrealized losses on cash flow 
hedges, net of tax, for all periods presented. In addition, 2015 includes the reclassification of unrealized losses on 
cash flow hedges of $915 from “Accumulated other comprehensive loss” to our consolidated statements of 
operations consisting of $1,487 recorded to “Interest expense,” net of the related income tax benefit of $572 
recorded to “Provision for income taxes.” See Note 13 for more information. 


The cumulative gains and losses on these items are included in “Accumulated other comprehensive loss” in the 
consolidated balance sheets and consolidated statements of stockholders’ equity. 


(16) Share-Based Compensation 


The Company maintains several equity plans (the “Equity Plans”) which collectively provide or provided for 
the grant of stock options, restricted shares, tandem stock appreciation rights, restricted share units and performance 
shares to certain officers, other key employees, non-employee directors and consultants. The Company has not 
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granted any tandem stock appreciation rights. During 2010, the Company implemented the 2010 Omnibus Award 
Plan (as amended, the “2010 Plan”) for the issuance of equity awards as described above. In June 2015, the 2010 Plan 
was amended with shareholder approval, to increase the number of shares of common stock available for issuance 
under the plan by 20,000. All equity grants during 2015 and 2014 were issued from the 2010 Plan and it is currently 
the only equity plan from which future equity awards may be granted. As of January 3, 2016, there were 
approximately 41,564 shares of common stock available for future grants under the 2010 Plan. During the periods 
presented in the consolidated financial statements, the Company settled all exercises of stock options and vesting of 
restricted shares, including performance shares, with treasury shares. 


Stock Options 


The Company’s current outstanding stock options have maximum contractual terms of ten years and vest 
ratably over three years or cliff vest after three years. The exercise price of options granted is equal to the market price 
of the Company’s common stock on the date of grant. The fair value of stock options on the date of grant is 
calculated using the Black-Scholes Model. The aggregate intrinsic value of an option is the amount by which the fair 
value of the underlying stock exceeds its exercise price. 


The following table summarizes stock option activity during 2015: 


Weighted 
Weighted Average 
Average Remaining Aggregate 
Number of Exercise Contractual _—_ Intrinsic 


Options Price Life in Years Value 
Outstanding at December 28, 2014...............0 000000. 19,568 $ 6.96 
Granted sn2lcdne de odeuheriageot eae wR weeyeed eae 4,947 9.85 
ECP CIS ois ccdniess ances Sud -tcectedvdvnd auetav ben ob Seat he Seen e bois Guedes (6,637) 6.16 
Forfeited and/or expited so cea sete wcrne Bays beans eee ws (1,037) 13.44 
Outstanding at January 3, 2016......... 0.0... cece eee eee 16,841  $ 7.73 7.6 $51,792 
Vested or expected to vest at January 3, 2016 ............... 16,719 = $ 7.72 7.5 $51,588 
Exercisable at January 3, 2016 ....... 0... cee cece eee eee 8,323 $ 6.33 6.0 $37,559 


The total intrinsic value of options exercised during 2015, 2014 and 2013 was $30,116, $13,948 and $28,038, 
respectively. The weighted average grant date fair value of stock options granted during 2015, 2014 and 2013 was 
$2.27, $2.34 and $2.72, respectively. 


The weighted average grant date fair value of stock options was determined using the following assumptions: 


ois 20142013 
Risk=free interest rate. ca cdareeaw/atasd has whe Pode ndg bata tiandbese totes 1.76% 1.97% 1.60% 
Expectedsoption: life tm years: ..cs.o:i:5 sce aisaieorecdiggsbaepiguineoug wate an leone coasire sel etac 5.62 6.35 5.62 
Expected volatility ..0¢..cnecddetquenssied Perea ee eenda aaa dene ees 29.2% 35.4% 45.6% 
Expected.dividerid yield cot psies ats eseisuaiidiace ls poavacecotand arty Sodus acgcbnely uadsun stavacest 2.23% 2.43% 2.52% 


The risk-free interest rate represents the U.S. Treasury zero-coupon bond yield correlating to the expected life 
of the stock options granted. The expected option life represents the period of time that the stock options granted are 
expected to be outstanding based on historical exercise trends for similar grants. The expected volatility is based on the 
historical market price volatility of our industry peer group. The expected dividend yield represents the Company’s 
annualized average yield for regular quarterly dividends declared prior to the respective stock option grant dates. 


The Black-Scholes Model has limitations on its effectiveness including that it was developed for use in 
estimating the fair value of traded options which have no vesting restrictions and are fully transferable and that the 
model requires the use of highly subjective assumptions including expected stock price volatility. Employee stock 
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option awards have characteristics significantly different from those of traded options and changes in the subjective 
input assumptions can materially affect the fair value estimates. 


Restricted Shares 


The Company grants RSAs and RSUs, which primarily cliff vest after one to three years. For the purposes of 
our disclosures, the term “Restricted Shares” applies to RSAs and RSUs collectively unless otherwise noted. The fair 
value of Restricted Shares granted is determined using the average of the high and low trading prices of our common 
stock on the date of grant. 


The following table summarizes activity of Restricted Shares during 2015: 


Weighted 

Number of Average 
Restricted Grant Date 
Shares Fair Value 


Non-vested at December 28, 2014 2.0... 0. ccc ccc ccc ence tenn eens 2,443 $ 6.80 
Granted) wis gS actt tae (ete ahhh techn ete heaps dete th dest ted deteaee Gants Sy ote Seinen 512 10.09 
Vested, eptnk tS oc anekent hee ait eee Aap ore etna eee tee eA ee ae ate wes (951) 5.39 
POP CICCC Sect ct eof tee See Sasa eae eta ane Geeta tat Sate sae ees aed (205) 7.64 
Non-vestéd at January 3; 2016 44.4.00.6 209 fo eSeueke tages Sha geeawd exeegakes 1,799 $ 8.32 


The total fair value of Restricted Shares that vested in 2015, 2014 and 2013 was $10,188, $5,251 and $2,275, 
respectively. 


Performance Shares 


The Company grants performance-based awards to certain officers and key employees. The vesting of these 
awards is contingent upon meeting one or more defined operational goals (a performance condition) or common 
stock share prices (a market condition). The quantity of shares awarded ranges from 0% to 200% of “Target,” as 
defined in the award agreement as the midpoint number of shares, based on the level of achievement of the 
performance and market conditions. 


The fair values of the performance condition awards granted in 2015, 2014 and 2013 were determined using 
the average of the high and low trading prices of our common stock on the date of grant. Share-based compensation 
expense recorded for performance condition awards is reevaluated at each reporting period based on the probability of 
the achievement of the goal. 


The fair value of market condition awards granted in 2015 was estimated using the Monte Carlo simulation 
model. There were no market condition awards granted during 2014 or 2013. The Monte Carlo simulation model 
utilizes multiple input variables to estimate the probability that the market conditions will be achieved and is applied 
to the average of the high and low trading prices of our common stock on the date of grant. 


The input variables are noted in the table below: 


2015 
Risk-eG interest Tate: siden bsiae diy sureld aid alagigatpy ales sie eg dugeme ands eacnaladee dei eee 1.00% 
Expected life ini years: osc cid needid iio goer wededd dead ca eben eee nee aes 3.00 
Expected:volatility® sis: setts aries eee sudeiecnvaamanectpl a wnig Bebce aba dein yg aaa gab dgedebts soa leoete sg lava cto 25.6% 
Expected dividend yield (a) vev.weredd nd ciedes bode adedeauth esa e ea dedewe eee beets 0.00% 


(a) The Monte Carlo method assumes a reinvestment of dividends. 


Share-based compensation expense is recorded ratably for market condition awards during the requisite service 
period and is not reversed, except for forfeitures, at the vesting date regardless of whether the market condition is met. 
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The following table summarizes activity of performance shares at Target during 2015: 


Performance Condition Awards Market Condition Awards 


Weighted Weighted 
Average Grant Average Grant 
Date Fair Date Fair 
Shares Value Shares Value 
Non-vested at December 28, 2014 ...... 0.0.0.0 cece eee ee 933 $ 8.81 668 $ 6.04 
Granted ac) gecvodcenertte delete staat erdoa dees cache Diheltie, achie ara 172 11.15 112 17.08 
Dividend equivalent units issued (a)... 0.0... 0... cee eee 20 — 8 _— 
Vested (b) a aciddagiedavciteednavdinin dekwoddag eee (104) 8.56 (664) 6.05 
| Eye) orci (1a ge ree a mPa SEP gee a (104) 9.33 (20) 11.81 
Non-vested at January 3, 2016 2.0... . ec cece eee eee eee 917 $ 9.23 104 $17.08 


(a) Dividend equivalent units are issued in lieu of cash dividends for non-vested performance shares. There is no 
weighted average fair value associated with dividend equivalent units. 


(b) Excludes the vesting of an additional 306 shares, which resulted from the performance of market condition 
awards exceeding Target. 


The total fair value of performance condition awards that vested in 2015, 2014 and 2013 was $1,156, $104 
and $1,767, respectively. The total fair value of market condition awards that vested in 2015, 2014 and 2013 was 
$10,073, $6,382 and $289, respectively. 


Modifications of Share-Based Awards 


During 2015, 2014 and 2013, the Company modified the terms of awards granted to 25, 45 and 20 
employees, respectively, in connection with its system optimization initiative and G&A realignment plan discussed in 
Note 5 as well as the Bakery sale discussed in Note 2. These modifications resulted in the accelerated vesting of 
certain stock options and performance-based awards upon termination of such employees. As a result, during 2015, 
the Company recognized net increases in share-based compensation of $5,977, of which $5,624, $181 and $172 was 
included in “Reorganization and realignment costs,” “General and administrative” and “Net income (loss) from 
discontinued operations,” respectively, as a result of the modifications. During 2014 and 2013, the Company 
recognized net increases in share-based compensation of $2,376 and $986, respectively, of which $4,472 and 
$1,253 was included in “Reorganization and realignment costs” respectively, with offsetting reductions to “General 
and administrative” of $2,096 and $267 during 2014 and 2013, respectively. 


Share-Based Compensation 


Total share-based compensation and the related income tax benefit recognized in the Company’s consolidated 
statements of operations were as follows: 


Year Ended 
ce Cr 

Stock OptlOns 2s. scassssunis deaadiesy phan telat. du otllsga bes eran gceeagraieldes Sducteagdhcaalgng ies ea ube $10,081 $ 13,692 $ 7,223 
Restricted: SHares: e.uivic avasateiiealdgceha dtosneca Gibsd outed boda ieacdo e QrSebal ee eetetend ooo Sods 4,834 4,495 3,907 
Performance shares: 

Performance condition awards 1.0.0.0... ccc cece eee eee eens 888 7,456 2,007 

Market condition awards .. 0.0.0... cece eee e eee 1,348 37 5,279 
Modifications: et). aise aihiace coMlaioe od dul da deddhadbediencdedeodea deaww he oak 5,805 2,376 1,042 
Share-based compensation (a)... 0.0... c eect teen eee es 22,956 28,056 19,458 
Less: Income tax benefit (a) 2.0... ccc eee eee ee eee eee ees (8,380) (10,357) (7,235) 
Share-based compensation, net of income tax benefit ...............00 000000. $14,576 $17,699 $12,223 
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(a) Excludes $275, $187 and $155 of pre-tax share-based compensation and $106, $72 and $60 of related income 
tax benefits for 2015, 2014 and 2013, respectively, which are included in “Net income (loss) from discontinued 
operations.” 


As of January 3, 2016, there was $18,239 of total unrecognized share-based compensation, which will be 
recognized over a weighted average amortization period of 2.2 years. 


(17) Impairment of Long-Lived Assets 


During the years ended January 3, 2016, December 28, 2014 and December 29, 2013, the Company recorded 
impairment charges on long-lived assets as a result of (1) the Company’s decision to lease and/or sublease properties to 
franchisees in connection with the sale or anticipated sale of company-owned restaurants, (2) the deterioration in 
operating performance of certain company-owned restaurants and charges for capital improvements in restaurants 
impaired in prior years which did not subsequently recover and (3) closing company-owned restaurants and 
classifying such properties as held for sale. The Company may recognize additional impairment charges resulting from 
leasing or subleasing additional properties to franchisees in connection with sales of company-owned restaurants to 
franchisees. 


During 2013, the Company decided to sell its company-owned aircraft and recorded an impairment charge of 
$5,327 to reflect the aircraft at fair value based on current market values. The aircraft were sold during 2014 resulting 
in a net loss of $261. 


The following is a summary of impairment losses recorded, which represent the excess of the carrying amount 
over the fair value of the affected assets and are included in “Impairment of long-lived assets.” 


Year Ended 
“2015. ~=«-2014.~='«*s«<“<«*« 
Restaurants leased or subleased to franchisees ...........0.0 000s $19,214 $11,993 $20,506 
Company-owned restaurants ..... 00. eee cece ee eee 3,132 5,146 9,094 
Surplus properties dti202ch weanseaicededesse fone tae alee 2,655 2,474 1,458 
Aancratt sc5 iciisedeick gd Give 6-45 3A pa asta eee bends dee edd — — 5,327 


$25,001 $19,613 $36,385 


(18) Investment Income, Net 


Year Ended 
2015 2014 2013 
Distributions, including dividends (a)... 0.0.0.0... cece eee eee $54,911 $ 184 $24,113 
Gain (loss) on sale of investments, net ....... 0.0.0 e eee ee eee eee 335 975 (799) 
Other than temporary loss on cost method investment ............. (3,150) — — 
Other, Net 2 c.034 ado. sedis adatee aw odn aan ee eee eee eset 118 40 251 


$52,214 $1,199 $23,565 


(a) During 2015, we received a dividend of $54,911 from our investment in Arby’s, which was recognized in 
“Investment income, net.” During 2013, we received a dividend of $40,145 from our investment in Arby’s, of 
which $21,145 was recognized in “Investment income, net,” with the remainder recorded as a reduction to the 
carrying value of our investment in Arby’s. See Note 8 for further information. 
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(19) Retirement Benefit Plans 
401(k) Plan 


Subject to certain restrictions, the Company has a 401(k) defined contribution plan (the “401(k) Plan”) for all 
of its employees who meet certain minimum requirements and elect to participate. The 401(k) Plan permits 
employees to contribute up to 75% of their compensation, subject to certain limitations and provides for matching 
employee contributions up to 4% of compensation and for discretionary profit sharing contributions. 


In connection with the matching and profit sharing contributions, the Company recognized compensation 
expense of $6,124, $6,550 and $7,824 in 2015, 2014 and 2013, respectively. 


Pension Plans 


The Wendy’s Company maintains two domestic qualified defined benefit plans, the benefits under which were 
frozen in 1988 and for which The Wendy’s Company has no unrecognized prior service cost. Arby’s employees who 
were eligible to participate through 1988 (the “Eligible Arby’s Employees”) are covered under one of these plans. 
Pursuant to the terms of the Arby’s sale agreement, Wendy’s Restaurants retained the liabilities related to the 
Eligible Arby’s Employees under these plans and received $400 from Buyer for the unfunded liability related to the 
Eligible Arby’s Employees. In conjunction with the sale of Arby’s, Wendy’s Restaurants transferred the liabilities 
related to the Eligible Arby’s Employees to The Wendy’s Company. The measurement date used by The Wendy’s 
Company in determining amounts related to its defined benefit plans is the same as the Company’s fiscal year end. 


The balance of the accumulated benefit obligations and the fair value of the plans’ assets at January 3, 2016 
were $3,809 and $2,699, respectively. As of December 28, 2014, the balance of the accumulated benefit obligations 
and the fair value of the plans’ assets were $4,080 and $3,065, respectively. As of January 3, 2016 and December 28, 
2014, each of the plans had accumulated benefit obligations in excess of the fair value of the assets of the respective 
plan. The Wendy’s Company recognized $149, $126, and $175 in benefit plan expenses in 2015, 2014 and 2013, 
respectively, which were included in “General and administrative.” The Wendy's Company’s future required 
contributions to the plan are expected to be insignificant. 


Multiemployer Pension Plan 


Prior to the fourth quarter of 2013, the unionized employees at The New Bakery Co. of Ohio, Inc. (the 
“Bakery Company”), a 100% owned subsidiary of Wendy’s, now known as The Bakery Company, LLC, were 
covered by the Bakery and Confectionery Union and Industry International Pension Fund (the “Union Pension 
Fund”), a multiemployer pension plan. The Bakery Company remitted contributions based on hours worked by 
covered, unionized employees pursuant to a collective bargaining agreement that expired on March 31, 2013 and the 
Rehabilitation Plan adopted by the Union Pension Fund in accordance with the provisions of the Pension Protection 
Act of 2006 due to the underfunded status of the plan. Contributions under the plan were $733 for 2013, which were 
included in “Cost of sales.” 


In December of 2013, the Bakery Company terminated its participation in the Union Pension Fund and 
formally notified the plan’s trustees of its withdrawal from the plan. The Union Pension Fund administrator 
acknowledged the withdrawal, which required Wendy’s to assume an estimated withdrawal liability of $13,500 based 
on the applicable requirements of the Employee Retirement Income Security Act, as amended, and which was 
included in “Cost of sales” during the fourth quarter of 2013. As a result, Wendy’s made payments to the Union 
Pension Fund aggregating $1,014 during 2014 and 2015 which were recorded as reductions to the withdrawal 
liability. The Bakers Local No. 57, Bakery, Confectionery, Tobacco Workers & Grain Millers International Union of 
America, AFL-CIO (the “Union”) filed a charge with the National Labor Relations Board (the “NLRB”) related to 
the Bakery Company’s withdrawal from the Union Pension Fund. On July 22, 2014, The New Bakery of 
Zanesville, LLC (“Zanesville”), a 100% owned subsidiary of Wendy’s, and the Union entered into a settlement 
agreement with the NLRB. The terms of the settlement include an agreement by Zanesville and the Union to 
recommence negotiations. On March 27, 2015, Zanesville and the Union signed a memorandum of agreement 
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outlining the terms for a new collective bargaining agreement, including re-entering the Union Pension Fund and 
signing the collective bargaining agreement on or about May 15, 2015. The terms of the collective bargaining 
agreement were ratified by the Union and became effective upon execution of the collective bargaining agreement. 
During the first quarter of 2015, the Company began negotiating the potential sale of the Bakery Company which 
would result in the buyer signing the collective bargaining agreement and re-entering the Union Pension Fund. As a 
result, the Company concluded that its loss contingency for the pension withdrawal payments was no longer probable 
and, as such, reversed $12,486 of the outstanding withdrawal liability to “Cost of sales” during the first quarter of 
2015. 


During the second quarter of 2015, with negotiations ongoing, Zanesville and the Union agreed to an 
extension of the May 15, 2015 deadline for re-entering the Union Pension Fund. On May 15, 2015, in preparation 
for the sale of the Bakery, Zanesville merged into the Bakery Company. The Bakery Company was sold on May 31, 
2015 and subsequently the Bakery Company signed the collective bargaining agreement and re-entered the Union 
Pension Fund. As a result of the sale of its membership interest in the Bakery Company, Wendy’s no longer has any 
obligations related to the Union Pension Fund. 


The unionized employees were eligible to participate in the 401(k) Plan from December 5, 2013 through 
May 31, 2015, for which the Company has made contributions. As a result of the sale of the Bakery, the amounts 
described above have been included in “Net income (loss) from discontinued operations.” See Note 2 for more 
information on the sale of the Bakery. 


Wendy’s Executive Plans 


In conjunction with the Wendy’s merger, amounts due under supplemental executive retirement plans (the 
“SERP”) were funded into a restricted account. As of January 1, 2011, participation in the SERP was frozen to new 
entrants and future contributions, and existing participants’ balances only earn annual interest. The corresponding 
SERP liabilities have been included in “Accrued expenses and other current liabilities” and “Other liabilities” and, in 
the aggregate, were approximately $3,396 and $4,176 as of January 3, 2016 and December 28, 2014, respectively. 


Pursuant to the terms of the employment agreement that was entered into with our Chief Executive Officer as 
of September 12, 2011, the Company implemented a non-qualified, unfunded, deferred compensation plan. The 
plan provides that the amount of the executive’s base salary in excess of $1,000 in a tax year will be deferred into the 
plan which accrues employer funded interest. The related deferred compensation liability has been included in 
“Accrued expenses and other current liabilities” and was approximately $524 and $354 as of January 3, 2016 and 
December 28, 2014, respectively, including both employee contributions and employer funded interest. 


(20) Leases 


At January 3, 2016, Wendy’s and its franchisees operated 6,479 Wendy’s restaurants. Of the 632 
company-owned Wendy’s restaurants, Wendy’s owned the land and building for 327 restaurants, owned the building 
and held long-term land leases for 214 restaurants and held leases covering land and building for 91 restaurants. Lease 
terms are generally initially between 15 and 20 years and, in most cases, provide for rent escalations and renewal 
options. Certain leases contain contingent rent provisions that require additional rental payments based upon 
restaurant sales volume in excess of specified amounts. The Company also leases restaurant, office and transportation 
equipment. Certain leases also provide for payments of other costs such as real estate taxes, insurance and common 
area maintenance, which have been excluded from rental expense and future minimum rental payments set forth in 
the tables below. 


As of January 3, 2016, Wendy’s also owned 340 and leased 720 properties that were either leased or subleased 
principally to franchisees. Initial lease terms are generally 20 years and, in most cases, provide for rent escalations and 
renewal options. Certain leases to franchisees also include contingent rent provisions based on sales volume exceeding 
specified amounts. The lessee bears the cost of real estate taxes, insurance and common area maintenance, which have 
been excluded from rental income and future minimum rental receipts set forth in the tables below. 
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Rental expense for operating leases consists of the following components: 


Year Ended 
mis MOS 
Rental expense: 
Minimum rentals... 0.0.0.0. eee eens $77,606 $76,178 $68,373 
Contingent rentals. .:...ccn cadet ye reeaw er eeew sede eae 18,270 19,967 10,421 
‘Lotalrentall expense (a) sce. sg ersend cones sna geese $95,876 $96,145 $78,794 


(a) Amounts exclude sublease income of $61,618, $46,743, and $16,924 recognized during 2015, 2014 and 2013, 
respectively. 


Rental income for operating leases and subleases consists of the following components: 


Year Ended 
cr 1 
Rental income: 
Minimum rentals... 0.0... ce eee eens $68,241 $50,249 $15,451 
Contingent rentals. c.4 4.2045 booed beeee Hebe ee 18,731 17,745 11,162 
Total rental income ....... 0.0. cee eee eee ees $86,972 $67,994 $26,613 


The following table illustrates the Company's future minimum rental payments and rental receipts for 
non-cancelable leases and subleases, including rental receipts for direct financing leases as of January 3, 2016. Rental 
receipts below are presented separately for owned properties and for leased properties based on the classification of the 
underlying lease. 


Rental Payments Rental Receipts 
Capital Operating Capital Operating Owned 

DOG swat Gates yeah etn eaten ee ewan $ 11,530 $ 72,217 $ 17,138 $ 50,259 $ 32,926 
QOV7 ave creciesinus ob aig Rescate dda obs erates wane OE Shae 10,755 70,070 17,394 50,108 32,885 
DOUG: svscveid sada sus elturkGare eed sore aware esha. 12,638 68,544 17,532 49,442 33,058 
DQOVD sass in adeeccas’, Sebring obec anes ai aracteaual anata te Pease shed 12,825 67,622 17,590 49,366 34,030 
DO QE <a ps zene’ dandiss alt Ano oct dons Aten bolas Sadia dts Bapnten 13,339 66,634 18,162 48,820 34,601 
WWiereatter 22.2 tc tl aoe te ha ed as a. eee aids 197,169 876,367 293,317 662,972 622,435 
Total minimum payments ..................000.. $ 258,256 $1,221,454 $381,133 $910,967 $789,935 
ISESSIMTERESE s oone ae ss are ondin Pac de whe hoes ad te eee ha (149,083) 
Present value of minimum capital lease payments 

(A) sachet dee chet ates arth dese de dedeigls dearsocaote. wyersenatth aaa $ 109,173 


(a) The present value of minimum capital lease payments of $540 and $108,633 are included in “Current portion 
of long-term debt” and “Long-term debt,” respectively. 
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Properties owned by the Company and leased to franchisees and other third parties under operating leases 


include: 
Year End 
2015 2014 (a) 

TTR ogc pie aan tet ssutaea ace sor ceat capita tegt erste tater at luntpictea ee tetetand ase aa eines eee a $165,667 $106,883 
Buildings and improvements ....... 0.0.0.0 cee e eect eeetee eee 188,621 117,122 
Office, restaurant and transportation equipment ........... 0.00. eee eee 1,162 1,713 
355,450 225,718 
Accumulated depreciation and amortization ....... 0.0.0... cece eee eee (63,476) (38,826) 
$291,974 $186,892 

(a) 2014 reflects corrections to the amounts disclosed in the 2014 Form 10-K. The 2014 Form 10-K disclosed 


(a) 


properties of $768,498, which included land of $371,174, buildings and improvements of $399,541 and office, 
restaurant and transportation equipment of $160,514, net of accumulated depreciation and amortization of 
$162,731, which erroneously included properties owned by the Company that were not leased to franchisees and 
other third parties. The Company assessed the materiality of the misstatement on the 2014 consolidated 
financial statements and related notes and concluded that while not material in the context of the financial 
statements taken as a whole, the 2014 amounts within the table should be corrected to provide greater 
comparability. The incorrect amounts disclosed in the 2014 Form 10-K had no effect on the 2014 consolidated 
financial statements. 


Our net investment in direct financing leases is as follows: 


Year Ended 
2015 2014 
Future minimum rental receipts 2.0.0.0... cc eects $ 200,213 $109,674 
Uneatined income? 39 4i-00.64.040d.0 04ers erdereedne ioe dneapad esas (135,426) (74,102) 
Net investment in direct financing leases... 0... ee eee 64,787 353972 
Net current investment in direct financing leases (a) .... 0... eee eee eee (25) (193) 
Net non-current investment in direct financing leases (b) ............0..00 $ 64,762 $ 35,379 


Included in “Accounts and notes receivable.” 


(b) Included in “Other assets.” 


(21) Guarantees and Other Commitments and Contingencies 


Guarantees and Contingent Liabilities 


Franchise Image Activation Incentive Programs 


In order to promote Image Activation new restaurant development, Wendy’s has an incentive program for 


franchisees that provides for reductions in royalty payments for the first three years of operation for qualifying new 


restaurants opened by December 31, 2016. 


Wendy’s also has incentive programs for 2016 and 2017 for franchisees that commence Image Activation 


restaurant remodels during those years. The incentive programs provide reductions in royalty payments for one year 


or two years after the completion of construction depending on the type of remodel. In 2015, Wendy’s added an 


additional incentive to the 2016 program described above to include waiving the franchise agreement renewal fee for 


certain types of remodels. 
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In addition, Wendy’s had incentive programs that included reductions in royalty payments in 2015 and 2014 
as well as cash incentives for franchisees’ participation in Wendy’s Image Activation program throughout 2014 and 
2013. The Company recognized expense of $4,369 and $9,178 for cash incentives in “General and administrative” 
during the years ended December 28, 2014 and December 29, 2013, respectively. 


Franchisee Image Activation Financing Program 


In addition to the Image Activation incentive programs described above, Wendy’s executed an agreement in 
2013 to partner with a third-party lender to establish a financing program for franchisees that participate in our Image 
Activation program. Under the program, the lender has agreed to provide loans to franchisees to be used for the 
reimaging of restaurants according to the guidelines and specifications under Wendy’s Image Activation program. To 
support the program, Wendy’s has provided to the lender a $6,000 irrevocable stand-by letter of credit, which was 
issued on July 1, 2013. 


Other Loan Guarantees 


Wendy’s provides loan guarantees to various lenders on behalf of franchisees entering into pooled debt facility 
arrangements for new restaurant development and equipment financing to promote systemwide initiatives. Wendy’s 
has accrued a liability for the fair value of these guarantees, the calculation for which was based upon a weighted 
average risk percentage established at the inception of each program which has been adjusted for a history of defaults. 
Wendy’s potential recourse for the aggregate amount of these loans amounted to $7,993 as of January 3, 2016. As of 
January 3, 2016, the fair value of these guarantees totaled $686 and was included in “Other liabilities.” 


During 2014, Wendy’s provided a C$2,300 guarantee to a lender on behalf of a franchisee, in connection with 
the sale of Canadian restaurants to the franchisee under the Company’s system optimization initiative. As a result, the 
total amount of the guarantee was recorded as a deferred gain in 2014 and is included in “Other liabilities.” 


During 2012, Wendy’s provided a $2,000 guarantee to a lender for a franchisee, in connection with the 
refinancing of the franchisee’s debt which originated in 2007. Pursuant to the agreement, the guarantee is subject to 
an annual reduction over a five year period. As of January 3, 2016, the guarantee totaled $1,501 and Wendy’s has 
accrued a $165 liability for the fair value of this guarantee based upon a weighted average risk percentage established 
at the inception of the guarantee. 


Lease Guarantees 


Wendy’s has guaranteed the performance of certain leases and other obligations, primarily from former 
company-owned restaurant locations now operated by franchisees, amounting to $38,424 as of January 3, 2016. 
These leases extend through 2050. We have not received any notice of default related to these leases as of January 3, 
2016. In the event of default by a franchise owner, Wendy’s generally retains the right to acquire possession of the 
related restaurant locations. 


Wendy’s is contingently liable for certain other leases which have been assigned to unrelated third parties who 
have indemnified Wendy’s against future liabilities amounting to $1,846 as of January 3, 2016. These leases expire on 
various dates through 2021. 


Insurance 


Wendy’s is self-insured for most workers’ compensation losses and purchases insurance for general liability and 
automotive liability losses, all subject to a $500 per occurrence retention or deductible limit. Wendy’s determines its 
liability for claims incurred but not reported for the insurance liabilities on an actuarial basis. Wendy’s is self-insured 
for health care claims for eligible participating employees subject to certain deductibles and limitations and determines 
its liability for health care claims incurred but not reported based on historical claims runoff data. 
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Letters of Credit 


As of January 3, 2016, the Company had outstanding letters of credit with various parties totaling $36,540, of 
which $13,210 were cash collateralized. The outstanding letters of credit include amounts outstanding against the 
Series 2015-1 Class A-1 Notes and for the Image Activation financing program described above. The related cash 
collateral is classified as restricted cash and included in “Prepaid expenses and other current assets” in the consolidated 
balance sheet. See Note 7 and Note 12 for further information. We do not expect any material loss to result from 
these letters of credit. 


Purchase and Capital Commitments 


Beverage Agreement 


The Company has an agreement with a beverage vendor, which provides fountain beverage products and 
certain marketing support funding to the Company and its franchisees. This agreement requires minimum purchases 
of fountain syrup (“Syrup”) by the Company and its franchisees at certain agreed upon prices until the total 
contractual gallon volume usage is reached. This agreement also provides for an annual advance to be paid to the 
Company based on the vendor’s expectation of the Company’s annual Syrup usage, which is amortized over actual 
usage during the year. The Company estimates future annual purchases to be approximately $9,600 in 2016, $7,000 
in 2017 and $7,900 per year during the following three years. Based on current pricing and the expected ratio of 
usage at company-owned restaurants to franchised restaurants, our total beverage purchase requirements under the 
agreement is estimated to be approximately $47,100 over the remaining life of the contract, which expires the later of 
reaching the minimum usage requirement or January 1, 2023. 


Beverage purchases made by the Company under this agreement during 2015 and 2014 were $15,720 and 
$13,918, respectively. As of January 3, 2016, $2,115 is due to the beverage vendor and is included in “Accounts 
payable,” principally for annual estimated payments that exceeded usage, under this agreement. 


Capital Expenditure Commitments 


As of January 3, 2016, the Company had $31,468 of outstanding commitments, included in “Accounts 
payable,” for capital expenditures expected to be paid in 2016. 


(22) Transactions with Related Parties 


The following is a summary of transactions between the Company and its related parties, which are included in 
continuing operations: 


Year Ended 
cr Or 

Transactions with QSCC: 

Wendy's Co-Op (a) j.h.0c0 cited diedindwendeinadeesaoteraeeteateee $ (1,265) $(1,516) $(3,291) 

Lease income (b) 2... cc eee ee tee ee eee eee e eens (185) (185) (188) 
Use of company-owned aircraft by the Management Company (c) $ — $ (375) $(1,420) 
TimWen lease and management fee payments (d) ...... 0... ee eee eee ee eee $11,843 $6,064 $ 6,587 
Transactions with QSCC 


(a) Wendy’s has a purchasing co-op relationship agreement (the “Wendy's Co-op”) with its franchisees which 
establishes Quality Supply Chain Co-op, Inc. (“QSCC”). QSCC manages, for the Wendy’s system in the U.S. 
and Canada, contracts for the purchase and distribution of food, proprietary paper, operating supplies and 
equipment under national agreements with pricing based upon total system volume. QSCC’s supply chain 
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we 


(b 


management facilitates continuity of supply and provides consolidated purchasing efficiencies while monitoring 
and seeking to minimize possible obsolete inventory throughout the Wendy’s supply chain in the U.S. and 
Canada. 


Wendy’s and its franchisees pay sourcing fees to third-party vendors on certain products sourced by QSCC. Such 
sourcing fees are remitted by these vendors to QSCC and are the primary means of funding QSCC’s operations. 
Should QSCC’s sourcing fees exceed its expected needs, QSCC’s board of directors may return some or all of the 
excess to its members in the form of a patronage dividend. Wendy’s recorded its share of patronage dividends of 
$1,265, $1,516 and $3,291 in 2015, 2014 and 2013, respectively, which are included as a reduction of “Cost of 
sales.” 


Effective January 1, 2011, Wendy’s leased 14,333 square feet of office space to QSCC for an annual base rental 
of $176. The lease expires on December 31, 2016. The Wendy’s Company received $185, $185 and $188 of 
lease income from QSCC during 2015, 2014 and 2013, respectively, which has been recorded as a reduction of 
“General and administrative.” 


Use of company-owned aircraft by the Management Company 


(c) 


In June 2009, The Wendy’s Company and TASCO, LLC (an affiliate of a management company formed by our 
Chairman, who was our former Chief Executive Officer, and our Vice Chairman, who was our former President 
and Chief Operating Officer (the “Former Executives”) and a director, who was our former Vice Chairman (the 
“Management Company”)) (“TASCO”) entered into an aircraft lease agreement (the “Aircraft Lease Agreement”) 
to lease a company-owned aircraft. On June 29, 2011, The Wendy’s Company and TASCO entered into an 
agreement to extend the Aircraft Lease Agreement for an additional one year period (expiring on June 30, 2012) 
and an increased monthly rent of $13. On June 30, 2012, The Wendy’s Company and TASCO entered into an 
extension of that lease agreement that extended the lease term to July 31, 2012 and effective as of August 1, 2012, 
entered into an amended and restated aircraft lease agreement (the “2012 Lease”) that expired on January 5, 
2014. Under the 2012 Lease, all expenses related to the ownership, maintenance and operation of the aircraft 
were paid by TASCO, subject to certain limitations and termination rights. The 2012 Lease expired without any 
limitation or termination provisions being invoked. The Wendy’s Company did not extend or renew the 2012 
Lease. 


The Wendy’s Company, through a wholly-owned subsidiary, was party to a three-year aircraft management and 
lease agreement, which expired in March 2014, with CitationAir, a subsidiary of Cessna Aircraft Company, 
pursuant to which the Company leased a corporate aircraft to CitationAir to use as part of its Jet Card program 
fleet. The Company entered into the lease agreement as a means of offsetting the cost of owning and operating 
the corporate aircraft by receiving revenue from third parties’ use of such aircraft. Under the terms of the lease 
agreement, the Company paid annual management and flight crew fees to CitationAir and reimbursed 
CitationAir for maintenance costs and fuel usage related to the corporate aircraft. In return, CitationAir paid a 
negotiated fee to the Company based on the number of hours that the corporate aircraft was used by Jet Card 
members. This fee was reduced based on the number of hours that (1) the Company used other aircraft in the Jet 
Card program fleet and (2) Jet Card members who are affiliated with the Company used the corporate aircraft or 
other aircraft in the Jet Card program fleet. The Company’s participation in the aircraft management and lease 
agreement reduced the aggregate costs that the Company would otherwise have incurred in connection with 
owning and operating the corporate aircraft. Under the terms of the lease agreement, the Company’s directors 
had the opportunity to become Jet Card members and to use aircraft in the Jet Card program fleet at the same 
negotiated fee paid by the Company as provided for under the lease agreement. During the first quarter of 2014 
and the year ended December 29, 2013, the Former Executives and a director, who was our former 
Vice Chairman, and members of their immediate families, used their Jet Card agreements for business and 
personal travel on aircraft in the Jet Card program fleet. The Management Company paid CitationAir directly, 
and the Company received credit from CitationAir for charges related to such travel of approximately $375 and 
$1,420 during the first quarter of 2014 and the year ended December 29, 2013, respectively. 
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TimWen lease and management fee payments 


(d) A wholly-owned subsidiary of Wendy’s leases restaurant facilities from TimWen for the operation of 
Wendy’s/Tim Hortons combo units in Canada. Prior to the second quarter of 2015, Wendy’s operated certain of 
the Wendy’s/Tim Hortons combo units in Canada and subleased some of the restaurant facilities to franchisees. 
As a result of the Company completing its plan to sell all of its company-owned restaurants in Canada to 
franchisees during the second quarter of 2015, all of the restaurant facilities are subleased to franchisees. Wendy’s 
paid TimWen $12,059, $6,313 and $6,854 under these lease agreements during 2015, 2014 and 2013, 
respectively. Prior to 2015, franchisees paid TimWen directly for these subleases. In addition, TimWen paid 
Wendy’s a management fee under the TimWen joint venture agreement, of $216, $249 and $267 during 2015, 
2014 and 2013, respectively, which has been included as a reduction to “General and administrative.” 


Other related party transactions 


On June 2, 2015, the Company entered into a stock purchase agreement to repurchase our common stock from 
Nelson Peltz, Peter W. May (Messrs. Peltz and May are members of the Company’s Board of Directors) and 
Edward P. Garden (who resigned from the Company’s Board of Directors on December 14, 2015) and certain of 
their family members and affiliates, investment funds managed by Trian Fund Management, L.P. (an investment 
management firm controlled by Messrs. Peltz, May and Garden, “IFM”) and the general partner of certain of those 
funds (together with Messrs. Peltz, May and Garden, certain of their family members and affiliates and TFM, the 
“Trian Group”), who in the aggregate owned approximately 24.8% of the Company’s outstanding shares as of 
May 29, 2015. Pursuant to the agreement, the Trian Group agreed not to tender or sell any of its shares in the 
modified Dutch auction tender offer the Company commenced on June 3, 2015. Also pursuant to the agreement, the 
Company agreed, following completion of the tender offer, to purchase from the Trian Group a pro rata amount of 
its shares based on the number of shares the Company purchased in the tender offer, at the same price received by 
shareholders who participated in the tender offer. On July 17, 2015, after completion of the modified Dutch auction 
tender offer, the Company repurchased 18,416 shares of its common stock from the Trian Group at the price paid in 
the tender offer of $11.45 per share, for an aggregate purchase price of $210,867. 


Matthew Peltz served on the ARG Holding Corporation Board of Directors from September 2012 through 
December 2015. He did not receive compensation as a director of ARG Holding Corporation. A subsidiary of the 
Company owns 18.5% of the common stock of ARG Holding Corporation. 


On March 24, 2014, the Company completed the sale of 40 company-owned restaurants in the Phoenix, 
Arizona market to Arizona Restaurant Company, LLC (“ARC”) as part of the Company’s system optimization 
initiative. John N. Peters, who served as the Company’s Senior Vice President — North America Operations until his 
retirement on March 10, 2014, is a 10% owner and manager of ARC. Pursuant to an Asset Purchase Agreement 
dated November 20, 2013 and related transaction documents: (1) the Company sold to ARC substantially all of the 
assets (other than real property) used in the operation of the restaurants for an aggregate purchase price of 
approximately $21,000 (including inventory, cash banks and franchise and development fees), subject to adjustment 
as set forth in the agreement; (2) the Company and ARC entered into lease and sublease agreements with respect to 
the real property and buildings for the restaurants; and (3) ARC agreed to develop five new restaurants and complete 
Image Activation remodels at seven existing restaurants following the closing. As of December 28, 2014 the Company 
had $27 accrued for amounts owed to Mr. Peters in connection with his employment with the Company, which was 
paid during 2015. 


As part of its overall retention efforts, The Wendy’s Company provided certain of its Former Executives and 
current and former employees, the opportunity to co-invest with The Wendy’s Company in certain investments. 
During 2013, The Wendy’s Company and certain of its former management had one remaining co-investment, 
280 BT Holdings LLC (“280 BT”), a limited liability company formed to invest in certain operating entities. In early 
2014, 280 BT received a liquidating distribution following the dissolution of its last investment. Upon receipt of the 
liquidating distribution, 280 BT made a final, equivalent distribution to its members in accordance with the terms of 
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its operating agreement. The ownership percentages in 280 BT for the purpose of the distribution and as of 
December 29, 2013 for The Wendy’s Company, the former officers of The Wendy’s Company and other investors 
were 80.1%, 11.2% and 8.7%, respectively. The distribution during the first quarter of 2014 to 
The Wendy’s Company and the former officers of The Wendy’s Company was $22 and $5, respectively. 280 BT did 
not make any distributions to its members in 2013. 


(23) Legal and Environmental Matters 


We are involved in litigation and claims incidental to our current and prior businesses. We provide accruals for 
such litigation and claims when payment is probable and reasonably estimable. As of January 3, 2016, the Company 
had accruals for all of its legal and environmental matters aggregating $3,008. We cannot estimate the aggregate 
possible range of loss due to most proceedings being in preliminary stages, with various motions either yet to be 
submitted or pending, discovery yet to occur, and significant factual matters unresolved. In addition, most cases seek 
an indeterminate amount of damages and many involve multiple parties. Predicting the outcomes of settlement 
discussions or judicial or arbitral decisions is thus inherently difficult. Based on currently available information, 
including legal defenses available to us, and given the aforementioned accruals and our insurance coverage, we do not 
believe that the outcome of these legal and environmental matters will have a material effect on our consolidated 
financial position or results of operations. 


(24) Advertising Costs and Funds 


We currently participate in two national advertising funds (the “Advertising Funds”) established to collect and 
administer funds contributed for use in advertising and promotional programs. Contributions to the Advertising 
Funds are required from both company-owned and franchised restaurants and are based on a percentage of restaurant 
sales. In addition to the contributions to the various Advertising Funds, company-owned and franchised restaurants 
make additional contributions to other local and regional advertising programs. 


Restricted assets and related liabilities of the Advertising Funds at January 3, 2016 and December 28, 2014 
were as follows: 


Year End 
mis «Nd 

Cash and cash equivalents ..c0..¢4c000 death ded a teredteettobieddeat apes $13,704 $15,085 
Accounts and notes receivable... 0... cect eee ene 50,231 42,717 
QOUNEE ASSEtS ges ce ie haee rere Ree eae te naka eee bapodindts wena als ana 3,464 7,506 

Ml tal asset sie ce suence dee suse csicw ne tre eerent seek Rear arene eg le testers $67,399 $65,308 
Accounts payable: ).jsschcsudsydsisaitietis gating et agiand se augielg Bdueateureee ge mutad $ 3,872 $ 3,736 
Accrued expenses and other current liabilities... 0.0.0... 00. eee eee ee 64,603 70,206 
Member’s deficit 0.0.0... ccc cece cc ccc cece eee e eee nee teen nenns (1,076) (8,634) 

Total liabilities and deficit. «0.2. .cckbe dees an Gbigededeeei ae bbadieees $67,399 $65,308 


Our advertising expenses in 2015, 2014 and 2013 totaled $64,312, $73,454 and $94,498, respectively. 
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(25) Geographic Information 


The tables below present revenues and properties information by geographic area. The table below does not 
include revenues and properties related to the Bakery. As discussed in Note 2, on May 31, 2015, Wendy’s completed 
the sale of 100% of its membership interest in the Bakery. As a result of the sale, the Bakery’s operations as well as the 
Bakery’s assets and liabilities, for all periods presented through its May 31, 2015 date of sale are included in 
discontinued operations. 


Other 


U.S. Canada International Total 

2015 

REVOMUCS cpectieca scien tse han cakes os eee PS $1,749,131 $104,003 $17,163 $1,870,297 
PLOPerties . ccuce tae nk hanged eae e id tae de Geuatd tet 1,198,553 29,296 95 1,227,944 
2014 

REVENUES: sty dis.de Gone doh Gres nl wae ndeneda adeedibad Gilead $1,734,164 $247,792 $16,546 $1,998,502 
Properties: i:cie04 ba coy be eae aaie esa sa laiay wea 1,202,545 38,538 87 1,241,170 
2013 

Revenes vatace sok a oe Sg aaa ee ea ees $2,150,134 $255,216 $18,319 $2,423,669 
PLOPErtleS sy psec beE Sew ead beads eed SS Ald hae 1,075,944 57,232 36 1,133,212 


(26) Quarterly Financial Information (Unaudited) 


The tables below set forth summary unaudited consolidated quarterly financial information for 2015 and 2014. 
The Company reports on a fiscal year typically consisting of 52 or 53 weeks ending on the Sunday closest to 
December 31. During 2015, the Company’s first, second and third fiscal quarters contained 13 weeks and the 
Company’s fourth quarter contained 14 weeks. All of the Company’s fiscal quarters in 2014 contained 13 weeks. As 
discussed in Note 2, on May 31, 2015, Wendy’s completed the sale of 100% of its membership interest in the 
Bakery. Bakery results for all periods presented through its May 31, 2015 date of sale are classified as discontinued 
operations. In addition, certain reclassifications have been made to prior year presentation to conform to the current 
year presentation related to the Company’s system optimization initiative. See Note 1 for further details. 


2015 Quarter Ended 
March 29 (a) June 28 (a) September 27 (a) January 3 (a) 


REevenesing o22asod tetas skece seaweed $451,769 $489,534 $464,629 $464,365 
Cost OF sales. i523 kei atie tested Ged ond alates 305,111 315,122 291,524 272,316 
Operating profit s..22s4..ce85sse¢enures 37,911 64,308 55,939 116,312 
Income from continuing operations ........ 18,150 24,825 8,323 88,681 
Net income (loss) from discontinued 
Operations .... eee eee eee 9,357 15,370 (739) (2,825) 

Net income .... 0... 0... c cee ees $ 27,507 $ 40,195 $ 7,584 $ 85,856 
Basic income (loss) per share: 

Continuing operations .............. $ 05 $ 07 $ .03 $ 32 

Discontinued operations ............. .03 .04 = (.01) 

Net indome's 464.0804 s05 dagen tees $ .08 $ 1 $ .03 $ 31 
Diluted income (loss) per share: 

Continuing operations .............. $ 05 $ .07 $ .03 $ 32 

Discontinued operations ............. .03 .04 = (.01) 

Net income’: s4..cugs dese sceeaues oe $ .07 $ 11 $ .03 $ 31 
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2014 Quarter Ended 
~~ March 30(b) ‘June 29 «September 28 (b) December 28 (b) 
ReVenles’sc4eadois wea see aware wars $508,450 $506,079 $496,670 $487,303 
Cost of sales 20.6... cece eee 363,365 335,141 332,645 323,935 
Operating profit ................000. 87,274 61,169 44,244 49,901 
Income from continuing operations ..... 45,009 27,327 21,133 22,955 
Net income from discontinued 
OPCLAtlONS: aivane dk Geeks Gree eos 1,294 1,680 1,697 339 

Net iN GOME sii ei-ie Gone hand eres $ 46,303 $ 29,007 $ 22,830 $ 23,294 
Basic income per share: 

Continuing operations ........... $ 12 §$ .07 $ .06 $ .06 

Discontinued operations .......... — — — = 

Net income ..... cc.sae0 ase seeaas $ 12 $ .08 $ .06 $ .06 
Diluted income per share: 

Continuing operations ........... $ 12 $ .07 $ .06 $ .06 

Discontinued operations .......... — — — — 

Net income ...... 00.00 c cee eens $ 12 $ .08 $ .06 $ .06 


(a) The Company’s consolidated statements of operations were materially impacted by system optimization gains, 
net, reorganization and realignment costs, impairment of long-lived assets and loss on early extinguishment of 
debt. The pre-tax impact of system optimization gains, net for the second and fourth quarters of 2015 was 
$15,654 and $59,258, respectively (see Note 3 for additional information). The pre-tax impact of reorganization 
and realignment costs for the first, second, third and fourth quarters of 2015 was $4,613, $6,279, $5,754 and 
$5,264, respectively (see Note 5 for additional information). The pre-tax impact of impairment of long-lived 
assets during the second and fourth quarters of 2015 was $10,018 and $11,533, respectively (see Note 17 for 
additional information). The pre-tax impact of loss on early extinguishment of debt during the second quarter of 
2015 was $7,295 (see Note 12 for additional information). Additionally, the Company’s consolidated statements 
of operations were materially affected during the fourth quarter of 2015 by a $54,911 dividend from our 
investment in Arby’s, which was recognized in investment income, net (see Note 18 for additional information). 


(b 


= 


The Company’s consolidated statements of operations were materially impacted by system optimization gains, 
net, reorganization and realignment costs and impairment of long-lived assets. The pre-tax impact of system 
optimization gains, net for the first and fourth quarters of 2014 was $72,977 and $17,483, respectively (see 
Note 3 for additional information). The pre-tax impact of reorganization and realignment costs for the first and 
fourth quarters of 2014 was $14,711 and $14,527, respectively (see Note 5 for additional information). The 
pre-tax impact of impairment of long-lived assets during the third and fourth quarters of 2014 was $8,618 and 
$8,389, respectively (see Note 17 for additional information). 
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Item 9. Changes in and Disagreements with Accountants on Accounting and Financial Disclosure. 


Not applicable. 


Item 9A. Controls and Procedures. 


Evaluation of Disclosure Controls and Procedures 


The management of the Company, under the supervision and with the participation of the Chief Executive 
Officer and Chief Financial Officer, evaluated the effectiveness of the design and operation of its disclosure controls 
and procedures (as defined in Rules 13a-15(e) or 15d-15(e) under the Securities Exchange Act of 1934, as amended 
(the “Exchange Act”), as of January 3, 2016. Based on such evaluations, the Chief Executive Officer and 
Chief Financial Officer concluded that as of January 3, 2016, the disclosure controls and procedures of the Company 
were effective at a reasonable assurance level in (1) recording, processing, summarizing and reporting, on a timely 
basis, information required to be disclosed by the Company in the reports that it files or submits under the Exchange 
Act and (2) ensuring that information required to be disclosed by the Company in such reports is accumulated and 
communicated to management, including the Chief Executive Officer and Chief Financial Officer, as appropriate to 
allow timely decisions regarding required disclosure. 


Management'’s Report on Internal Control Over Financial Reporting 


The management of the Company is responsible for establishing and maintaining adequate internal control 
over financial reporting (as defined in Rule 13a-15(f) of the Exchange Act). The management of the Company, under 
the supervision and with the participation of the Chief Executive Officer and Chief Financial Officer, carried out an 
assessment of the effectiveness of its internal control over financial reporting for the Company as of January 3, 2016. 
The assessment was performed using the criteria for effective internal control reflected in the 
Internal Control — Integrated Framework (2013) issued by the Committee of Sponsoring Organizations of the 
Treadway Commission (COSO). 


Based on the assessment of the system of internal control for the Company, the management of the Company 
believes that as of January 3, 2016, internal control over financial reporting of the Company was effective. 


Our independent registered public accounting firm, Deloitte & Touche LLP, has issued an attestation report 
dated March 3, 2016 on the Company’s internal control over financial reporting. 


Changes in Internal Control Over Financial Reporting 


There were no changes in the internal control over financial reporting of the Company during the fourth 
quarter of 2015 that materially affected, or are reasonably likely to materially affect, its internal control over financial 
reporting. 


Inherent Limitations on Effectiveness of Controls 


There are inherent limitations in the effectiveness of any control system, including the potential for human 
error and the possible circumvention or overriding of controls and procedures. Additionally, judgments in 
decision-making can be faulty and breakdowns can occur because of a simple error or mistake. An effective control 
system can provide only reasonable, not absolute, assurance that the control objectives of the system are adequately 
met. Accordingly, the management of the Company, including its Chief Executive Officer and Chief Financial 
Officer, does not expect that the control system can prevent or detect all error or fraud. Finally, projections of any 
evaluation or assessment of effectiveness of a control system to future periods are subject to the risks that, over time, 
controls may become inadequate because of changes in an entity’s operating environment or deterioration in the 
degree of compliance with policies or procedures. 
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM 


To the Board of Directors and Stockholders of 
The Wendy’s Company 
Dublin, Ohio 


We have audited the internal control over financial reporting of The Wendy’s Company and subsidiaries (the 
“Company”) as of January 3, 2016, based on criteria established in Internal Control — Integrated Framework 
(2013) issued by the Committee of Sponsoring Organizations of the Treadway Commission. The Company’s 
management is responsible for maintaining effective internal control over financial reporting and for its assessment of 
the effectiveness of internal control over financial reporting, included in the accompanying Management’s Report on 
Internal Control Over Financial Reporting. Our responsibility is to express an opinion on the Company’s internal 
control over financial reporting based on our audit. 


We conducted our audit in accordance with the standards of the Public Company Accounting Oversight Board 
(United States). Those standards require that we plan and perform the audit to obtain reasonable assurance about 
whether effective internal control over financial reporting was maintained in all material respects. Our audit included 
obtaining an understanding of internal control over financial reporting, assessing the risk that a material weakness 
exists, testing and evaluating the design and operating effectiveness of internal control based on the assessed risk, and 
performing such other procedures as we considered necessary in the circumstances. We believe that our audit provides 
a reasonable basis for our opinion. 


A company’s internal control over financial reporting is a process designed by, or under the supervision of, the 
company’s principal executive and principal financial officers, or persons performing similar functions, and effected 
by the company’s board of directors, management, and other personnel to provide reasonable assurance regarding the 
reliability of financial reporting and the preparation of financial statements for external purposes in accordance with 
generally accepted accounting principles. A company’s internal control over financial reporting includes those policies 
and procedures that (1) pertain to the maintenance of records that, in reasonable detail, accurately and fairly reflect 
the transactions and dispositions of the assets of the company; (2) provide reasonable assurance that transactions are 
recorded as necessary to permit preparation of financial statements in accordance with generally accepted accounting 
principles, and that receipts and expenditures of the company are being made only in accordance with authorizations 
of management and directors of the company; and (3) provide reasonable assurance regarding prevention or timely 
detection of unauthorized acquisition, use, or disposition of the company’s assets that could have a material effect on 
the financial statements. 


Because of the inherent limitations of internal control over financial reporting, including the possibility of 
collusion or improper management override of controls, material misstatements due to error or fraud may not be 
prevented or detected on a timely basis. Also, projections of any evaluation of the effectiveness of the internal control 
over financial reporting to future periods are subject to the risk that the controls may become inadequate because of 
changes in conditions, or that the degree of compliance with the policies or procedures may deteriorate. 


In our opinion, the Company maintained, in all material respects, effective internal control over financial 
reporting as of January 3, 2016, based on the criteria established in Internal Control — Integrated Framework 
(2013) issued by the Committee of Sponsoring Organizations of the Treadway Commission. 


We have also audited, in accordance with the standards of the Public Company Accounting Oversight Board 
(United States), the Company’s consolidated financial statements as of and for the year ended January 3, 2016 and 
our report dated March 3, 2016, expressed an unqualified opinion on those financial statements. 


/s/ Deloitte & Touche LLP 
Columbus, Ohio 
March 3, 2016 
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Item 9B. Other Information. 


None. 


PART III 


Items 10, 11, 12, 13 and 14. 


The information required by Items 10, 11, 12, 13 and 14 will be furnished on or prior to May 2, 2016 (and is 
hereby incorporated by reference) by an amendment hereto or pursuant to a definitive proxy statement involving the 
election of directors pursuant to Regulation 14A that will contain such information. Notwithstanding the foregoing, 
information appearing in the sections “Compensation Committee Report” and “Audit Committee Report” shall not 
be deemed to be incorporated by reference in this Form 10-K. 


PART IV 


Item 15. Exhibits and Financial Statement Schedules. 
(a) 1. Financial Statements: 
See Index to Financial Statements (Item 8). 
2. Financial Statement Schedules: 


All schedules have been omitted since they are either not applicable or the information is contained 
elsewhere in “Item 8. Financial Statements and Supplementary Data.” 
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3. Exhibits: 


Exhibits that are incorporated by reference to documents filed previously by the Company under the Securities 


Exchange Act of 1934, as amended, are filed with the Securities and Exchange Commission under File 
No. 001-02207, or File No. 001-08116 for documents filed by Wendy’s International, Inc. Copies of certain exhibits 
to this Form 10-K and such previously filed documents are available free of charge on our website at 


www.aboutwendys.com. Copies of exhibits to this Form 10-K that are not filed herewith and are unavailable on our 


website are instead available at a charge of $.25 per page upon written request to the Secretary of The Wendy’s 
Company at One Dave Thomas Boulevard, Dublin, Ohio 43017. 


2.2 


23 


2.4 


23D 


Dil 


3.2 


4.1 


4.2 


DESCRIPTION 


Agreement and Plan of Merger, dated as of April 23, 2008, by and among Triarc Companies, Inc., 
Green Merger Sub, Inc. and Wendy’s International, Inc., incorporated herein by reference to 
Exhibit 2.1 to Triarc’s Current Report on Form 8-K dated April 29, 2008 (SEC file no. 001-02207). 


Side Letter Agreement, dated August 14, 2008, by and among Triarc Companies, Inc., Green Merger 
Sub, Inc. and Wendy’s International, Inc., incorporated herein by reference to Exhibit 2.3 to 
Triarc’s Registration Statement on Form S-4, Amendment No.3, filed on August 15, 2008 (Reg. no. 
and SEC file no. 333-151336). 


Purchase and Sale Agreement, dated as of June 13, 2011, by and among Wendy’s/Arby’s 
Restaurants, LLC, ARG Holding Corporation and ARG IH Corporation, incorporated herein by 
reference to Exhibit 2.1 of the Wendy’s/Arby’s Group, Inc. and Wendy’s/Arby’s Restaurants, LLC 
Current Reports on Form 8-K filed on June 13, 2011 (SEC file nos. 001-02207 and 333-161613, 
respectively). 


Closing letter dated as of July 1, 2011 by and among Wendy’s/Arby’s Restaurants, LLC, ARG Holding 
Corporation, ARG IH Corporation, and Roark Capital Partners H, LP, incorporated by reference to 
Exhibit 2.2 of the Wendy’s/Arby’s Group, Inc. and Wendy’s/Arby’s Restaurants, LLC Current Reports 
on Form 8-K filed on July 8, 2011 (SEC file nos. 001-02207 and 333-161613, respectively). 


Asset Purchase Agreement by and among Wendy’s International, Inc., Pisces Foods, L.P., 
Near Holdings, L.P., David Near and Jason Near dated as of June 5, 2012, incorporated herein by 
reference to Exhibit 2.1 of The Wendy’s Company Current Report on Form 8-K filed on June 12, 2012 
(SEC file no. 001-02207). 


Restated Certificate of Incorporation of The Wendy’s Company, as filed with the Secretary of State of 
the State of Delaware on May 24, 2012, incorporated herein by reference to Exhibit 3.1 of 
The Wendy’s Company Current Report on Form 8-K filed on May 25, 2012 (SEC file no. 001-02207). 


By-Laws of The Wendy's Company (as amended and restated through May 24, 2012), incorporated 
herein by reference to Exhibit 3.2 of The Wendy's Company Current Report on Form 8-K filed on 
May 25, 2012 (SEC file no. 001-02207). 


Base Indenture, dated as of June 1, 2015, by and between Wendy’s Funding, LLC, as Master Issuer, and 
Citibank, N.A., as Trustee and Securities Intermediary, incorporated herein by reference to Exhibit 4.1 
of The Wendy’s Company Current Report on Form 8-K filed on June 2, 2015 (SEC file 
no. 001-02207). 


Series 2015-1 Supplement to Base Indenture, dated as of June 1, 2015, by and between 
Wendy’s Funding, LLC, as Master Issuer of the Series 2015-1 fixed rate senior secured notes, Class A-2, 
and Series 2015-1 variable funding senior notes, Class A-1, and Citibank, N.A., as Trustee and 
Series 2015-1 Securities Intermediary, incorporated herein by reference to Exhibit 4.2 of 
The Wendy’s Company Current Report on Form 8-K filed on June 2, 2015 (SEC file no. 001-02207). 


Triarc Companies, Inc. Amended and Restated 1998 Equity Participation Plan, incorporated herein by 
reference to Exhibit 10.3 to Triarc’s Current Report on Form 8-K filed on May 19, 2005 (SEC file 
no. 001-02207).** 
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10.6 


10.7 


10.11 


10.12 


10.13 


10.14 


10.15 
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DESCRIPTION 


Form of Non-Incentive Stock Option Agreement under the Triarc Companies, Inc. Amended and 
Restated 1998 Equity Participation Plan, incorporated herein by reference to Exhibit 10.2 to Triarc’s 
Current Report on Form 8- K filed on May 13, 1998 (SEC file no. 001-02207).** 


Wendy’s/Arby’s Group, Inc. Amended and Restated 2002 Equity Participation Plan, as amended, 
incorporated herein by reference to Exhibit 10.5 to Wendy’s/Arby’s Group’s Form 10-K for the fiscal 
year ended December 28, 2008 (SEC file no. 001-02207).** 


Form of Non-Incentive Stock Option Agreement under the Wendy’s/Arby’s Group, Inc. Amended and 
Restated 2002 Equity Participation Plan, as amended, incorporated herein by reference to Exhibit 99.6 
to Wendy’s/Arby’s Group’s Current Report on Form 8-K filed on December 22, 2008 (SEC file 
no. 001-02207).** 


Form of Restricted Stock Agreement under the Wendy’s/Arby’s Group, Inc. Amended and Restated 
2002 Equity Participation Plan, as amended, incorporated herein by reference to Exhibit 10.7 to 
Wendy’s/Arby’s Group’s Form 10-K for the fiscal year ended December 28, 2008 (SEC file 
no. 001-02207).** 


Form of Non-Employee Director Restricted Stock Award Agreement under the Wendy’s/Arby’s 
Group, Inc. Amended and Restated 2002 Equity Participation Plan, incorporated herein by reference to 
Exhibit 10.7 to Wendy’s/Arby’s Group’s Form 10-Q for the quarter ended June 28, 2009 (SEC file 
no. 001-02207).** 


Form of Non-Incentive Stock Option Agreement under the Wendy’s/Arby’s Group, Inc. Amended and 
Restated 2002 Equity Participation Plan, as amended, incorporated herein by reference to Exhibit 10.1 
to Wendy’s/Arby’s Group’s Form 10-Q for the quarter ended September 27, 2009 (SEC file 
no. 001-02207).** 


Form of Restricted Share Unit Award Agreement under the Wendy’s/Arby’s Group, Inc. Amended and 
Restated 2002 Equity Participation Plan, as amended, incorporated herein by reference to Exhibit 10.2 
to Wendy’s/Arby’s Group’s Form 10-Q for the quarter ended September 27, 2009 (SEC file 
no. 001-02207).** 


Wendy’s/Arby’s Group, Inc. 2010 Omnibus Award Plan, incorporated herein by reference to Annex A 
of the Wendy’s/Arby’s Group, Inc. Definitive 2010 Proxy Statement (SEC file no. 001-02207).** 


First Amendment to Wendy’s/Arby’s Group, Inc. 2010 Omnibus Award Plan, incorporated herein by 
reference to Exhibit 10.2 to The Wendy’s Company Current Report on Form 8-K filed on June 2, 2015 
(SEC file no. 001-02207).** 


Second Amendment to The Wendy’s Company 2010 Omnibus Award Plan, incorporated herein by 
reference to Exhibit 10.3 to The Wendy’s Company Current Report on Form 8-K filed on June 2, 2015 
(SEC file no. 001-02207).** 


Form of Non-Incentive Stock Option Award Agreement under the Wendy’s/Arby’s Group, Inc. 2010 
Omnibus Award Plan, incorporated herein by reference to Exhibit 10.5 to Wendy’s/Arby’s Group’s 
Form 10-Q for the quarter ended July 4, 2010 (SEC file no. 001-02207).** 


Form of Non-Incentive Stock Option Award Agreement for 2012 under the Wendy’s/Arby’s 
Group, Inc. 2010 Omnibus Award Plan, incorporated herein by reference to Exhibit 10.3 of 
The Wendy’s Company Form 10-Q for the quarter ended July 1, 2012 (SEC file no. 001-02207).** 


Form of Long Term Performance Unit Award Agreement under the Wendy’s/Arby’s Group, Inc. 2010 
Omnibus Award Plan, incorporated herein by reference to Exhibit 10.6 to Wendy’s/Arby’s Group’s 
Form 10-Q for the quarter ended July 4, 2010 (SEC file no. 001-02207).** 


Form of Long Term Performance Unit Award Agreement for 2011 under the Wendy’s/Arby’s 
Group, Inc. 2010 Omnibus Award Plan, incorporated herein by reference to Exhibit 10.1 to 
The Wendy’s Company and Wendy’s Restaurants, LLC Form 10-Q for the quarter ended July 3, 2011 
(SEC file nos. 001-02207 and 333-161613, respectively).** 


10.17 


10.18 


10.19 
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10.21 


10.22 


10.23 


10.24 


10.25 


10.26 
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10.28 
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DESCRIPTION 


Form of Long Term Performance Unit Award Agreement for 2012 under the Wendy’s/Arby’s 
Group, Inc. 2010 Omnibus Award Plan, incorporated herein by reference to Exhibit 10.4 of 
The Wendy’s Company Form 10-Q for the quarter ended July 1, 2012 (SEC file no. 001-02207).** 


Form of Long Term Performance Unit Award Agreement for 2013 under the Wendy’s/Arby’s 
Group, Inc. 2010 Omnibus Award Plan, incorporated herein by reference to Exhibit 10.2 of 
The Wendy's Company Form 10-Q for the quarter ended September 29, 2013 (SEC file 
no. 001-02207).** 


Form of Long Term Performance Unit Award Agreement for 2014 under the Wendy’s/Arby’s 
Group, Inc. 2010 Omnibus Award Plan, incorporated herein by reference to Exhibit 10.1 of 
The Wendy’s Company Form 10-Q for the quarter ended March 30, 2014 (SEC file no. 001-02207).** 


Form of Long Term Performance Unit Award Agreement for 2015 under the Wendy’s/Arby’s 
Group, Inc. 2010 Omnibus Award Plan, incorporated herein by reference to Exhibit 10.1 of 
The Wendy’s Company Form 10-Q for the quarter ended March 29, 2015 (SEC file no. 001-02207).** 


Form of Restricted Stock Unit Award Agreement under the Wendy’s/Arby’s Group, Inc. 2010 
Omnibus Award Plan, incorporated herein by reference to Exhibit 10.1 of the Wendy’s/Arby’s 
Group, Inc. and Wendy’s/Arby’s Restaurants, LLC Form 10-Q for the quarter ended April 3, 2011 
(SEC file nos. 001-02207 and 333-161613, respectively).** 


Form of Restricted Stock Unit Award Agreement for 2011 under the Wendy’s/Arby’s Group, Inc. 2010 
Omnibus Award Plan, incorporated herein by reference to Exhibit 10.1 of The Wendy’s Company and 
Wendy’s Restaurants, LLC Form 10-Q for the quarter ended October 2, 2011 (SEC file 
nos. 001-02207 and 333-161613, respectively).** 


Form of Restricted Stock Unit Award Agreement for 2013 (ratable vesting) under the Wendy’s/Arby’s 
Group, Inc. 2010 Omnibus Award Plan, incorporated herein by reference to Exhibit 10.3 of 
The Wendy’s Company Form 10- Q for the quarter ended June 30, 2013 (SEC file no. 001-02207).** 


Form of Restricted Stock Unit Award Agreement for 2013 (cliff vesting) under the Wendy’s/Arby’s 
Group, Inc. 2010 Omnibus Award Plan, incorporated herein by reference to Exhibit 10.4 of 
The Wendy’s Company Form 10- Q for the quarter ended June 30, 2013 (SEC file no. 001-02207).** 


Form of Restricted Stock Unit Award Agreement for 2014 (version 1) under the Wendy’s/Arby’s 
Group, Inc. 2010 Omnibus Award Plan, incorporated herein by reference to Exhibit 10.21 of 
The Wendy's Company Form 10-K for the fiscal year ended December 28, 2014 (SEC file 
no. 001-02207).** 


Form of Restricted Stock Unit Award Agreement for 2014 (version 2) under the Wendy’s/Arby’s 
Group, Inc. 2010 Omnibus Award Plan, incorporated herein by reference to Exhibit 10.22 of 
The Wendy’s Company Form 10-K for the fiscal year ended December 28, 2014 (SEC file 
no. 001-02207).** 


Form of Non-Employee Director Restricted Stock Award Agreement under the Wendy’s/Arby’s 
Group, Inc. 2010 Omnibus Award Plan, incorporated herein by reference to Exhibit 10.7 to 
Wendy’s/Arby’s Group’s Form 10-Q for the quarter ended July 4, 2010 (SEC file no. 001-02207).** 


Form of Non-Employee Director Restricted Stock Award Agreement for 2013 under the 
Wendy’s/Arby’s Group, Inc. 2010 Omnibus Award Plan, incorporated herein by reference to 
Exhibit 10.5 of The Wendy’s Company Form 10-Q for the quarter ended June 30, 2013 (SEC file 
no. 001-02207).** 


Form of Restricted Stock Award Agreement under the Wendy’s/Arby’s Group, Inc. 2010 Omnibus 
Award Plan, incorporated herein by reference to Exhibit 10.16 of The Wendy's Company and 
Wendy’s Restaurants, LLC Form 10-K for the fiscal year ended January 1, 2012 (SEC file 
nos. 001-02207 and 333-161613, respectively).** 


Wendy’s International, Inc. 2003 Stock Incentive Plan, incorporated herein by reference to 
Exhibit 10(f) of the Wendy’s International, Inc. Form 10-Q for the quarter ended April 2, 2006 (SEC 
file no. 001-08116).** 
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DESCRIPTION 


Amendments to the Wendy’s International, Inc. 2003 Stock Incentive Plan, incorporated herein by 
reference to Exhibit 10.12 to Wendy’s/Arby’s Group’s Form 10-K for the fiscal year ended 
December 28, 2008 (SEC file no. 001-02207).** 


Wendy’s International, Inc. 2007 Stock Incentive Plan, incorporated herein by reference to Annex C to 
the Wendy’s International, Inc. Definitive 2007 Proxy Statement, dated March 12, 2007 (SEC file 
no. 001-08116).** 


First Amendment to the Wendy’s International, Inc. 2007 Stock Incentive Plan, incorporated herein by 
reference to Exhibit 10(d) of the Wendy’s International, Inc. Form 10-Q for the quarter ended 
September 30, 2007 (SEC file no. 001-08116).** 


Amendments to the Wendy’s International, Inc. 2007 Stock Incentive Plan, incorporated herein by 
reference to Exhibit 10.15 to Wendy’s/Arby’s Group’s Form 10-K for the fiscal year ended 
December 28, 2008 (SEC file no. 001-02207).** 


Form of Stock Option Award Letter for U.S. Grantees under the Wendy’s International, Inc. 2007 
Stock Incentive Plan, incorporated herein by reference to Exhibit 10.3 to Wendy’s/Arby’s Group’s 
Form 10-Q for the quarter ended September 27, 2009 (SEC file no. 001-02207).** 


Form of Stock Unit Award Agreement under the Wendy’s International, Inc. 2007 Stock Incentive 
Plan, incorporated herein by reference to Exhibit 10.4 to Wendy’s/Arby’s Group’s Form 10-Q for the 
quarter ended September 27, 2009 (SEC file no. 001-02207).** 


Form of letter amending non-qualified stock options granted under the Wendy’s International, Inc. 
2007 Stock Incentive Plan on May 1, 2007 and May 1, 2008 to certain former directors of 
Wendy’s International, Inc. incorporated herein by reference to Exhibit 10.5 to Wendy’s/Arby’s 
Group’s Form 10-Q for the quarter ended September 27, 2009 (SEC file no. 001-02207).** 


Wendy’s International, Inc. Supplemental Executive Retirement Plan, incorporated herein by reference 
to Exhibit 10(f) of the Wendy’s International, Inc. Form 10-K for the fiscal year ended December 29, 
2002 (SEC file no. 001-08116).** 


First Amendment to the Wendy’s International, Inc. Supplemental Executive Retirement Plan, 
incorporated herein by reference to Exhibit 10(f) of the Wendy’s International, Inc. Form 10-K for the 
fiscal year ended December 31, 2006 (SEC file no. 001-08116).** 


Amended and Restated Wendy’s International, Inc. Supplemental Executive Retirement Plan No. 2, 
incorporated herein by reference to Exhibit 10.24 to Wendy’s/Arby’s Group’s Form 10-K for the fiscal 
year ended January 3, 2010 (SEC file no. 001-02207).** 


Amended and Restated Wendy’s International, Inc. Supplemental Executive Retirement Plan No. 3, 
incorporated herein by reference to Exhibit 10.25 to Wendy’s/Arby’s Group’s Form 10-K for the fiscal 
year ended January 3, 2010 (SEC file no. 001-02207).** 


Wendy’s International, LLC Executive Severance Pay Policy, effective as of December 14, 2015.* ** 


Wendy’s/Arby’s Group, Inc. 2009 Directors’ Deferred Compensation Plan, effective as of May 28, 
2009, incorporated herein by reference to Exhibit 10.6 to Wendy’s/Arby’s Group’s Form 10-Q for the 
quarter ended June 28, 2009 (SEC file no. 001-02207).** 


Amendment No. 1 to the Wendy’s/Arby’s Group, Inc. 2009 Directors’ Deferred Compensation Plan, 
effective as of May 27, 2010, incorporated herein by reference to Exhibit 10.9 to Wendy’s/Arby’s 
Group’s Form 10-Q for the quarter ended July 4, 2010 (SEC file no. 001-02207).** 


Amendment No. 2 to the Wendy’s/Arby’s Group, Inc. 2009 Directors’ Deferred Compensation Plan, 
incorporated herein by reference to Exhibit 10.6 of The Wendy’s Company Form 10-Q for the quarter 
ended June 30, 2013 (SEC file no. 001-02207).** 
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DESCRIPTION 


2015-1 Class A-2 Note Purchase Agreement, dated as of May 19, 2015, by and among 
The Wendy’s Company, the subsidiaries of The Wendy’s Company party thereto and Guggenheim 
Securities, LLC, acting on behalf of itself and as the representative of the initial purchasers, incorporated 
herein by reference to Exhibit 10.1 of The Wendy’s Company Current Report on Form 8-K filed on 
May 20, 2015 (SEC file no. 001-02207). 


Class A-1 Note Purchase Agreement, dated as of June 1, 2015, by and among Wendy’s Funding, LLC, 
as Master Issuer, each of Quality Is Our Recipe, LLC, Wendy’s Properties, LLC, Wendy’s SPV 
Guarantor, LLC, as Guarantor, Wendy’s International, LLC, as Manager, the conduit investors party 
thereto, the financial institutions party thereto, certain funding agents, and Codperatieve Centrale 
Raiffeisen-Boerenleenbank, B.A., “Rabobank Nederland,” New York Branch, as L/C Provider, 
Swingline Lender and Administrative Agent, incorporated herein by reference to Exhibit 10.1 of 
The Wendy’s Company Current Report on Form 8-K filed on June 2, 2015 (SEC file no. 001-02207). 


Guarantee and Collateral Agreement, dated as of June 1, 2015, by and among Quality Is Our Recipe, LLC, 
Wendy’s Properties, LLC, Wendy’s SPV Guarantor, LLC, each as a Guarantor, in favor of 
Citibank, N.A., as Trustee, incorporated herein by reference to Exhibit 10.2 to The Wendy's Company 
Current Report on Form 8-K filed on June 2, 2015 (SEC file no. 001-02207). 


Management Agreement, dated as of June 1, 2015, by and among Wendy’s Funding, LLC, Quality Is 
Our Recipe, LLC, Wendy’s Properties, LLC, Wendy’s SPV Guarantor, LLC, Wendy’s 
International, LLC, as Manager, and Citibank, N.A., as Trustee, incorporated herein by reference to 
Exhibit 10.3 to The Wendy’s Company Current Report on Form 8-K filed on June 2, 2015 (SEC file 
no. 001-02207). 


Stock Purchase Agreement, dated as of June 2, 2015, by and between The Wendy’s Company and the 
persons listed on Schedule I thereto, incorporated herein by reference to Exhibit 10.1 to 
The Wendy’s Company Current Report on Form 8-K filed on June 3, 2015 (SEC file no. 001-02207). 


Assignment of Rights Agreement between Wendy’s International, Inc. and Mr. R. David Thomas, 
incorporated herein by reference to Exhibit 10(c) of the Wendy’s International, Inc. Form 10-K for the 
fiscal year ended December 31, 2000 (SEC file no. 001-08116). 


Form of Guaranty Agreement dated as of March 23, 1999 among National Propane Corporation, 
Triarc Companies, Inc. and Nelson Peltz and Peter W. May, incorporated herein by reference to 
Exhibit 10.30 to Triarc’s Annual Report on Form 10-K for the fiscal year ended January 3, 1999 
(SEC file no. 001-02207). 


Indemnity Agreement, dated as of October 25, 2000 between Cadbury Schweppes plc and 
Triarc Companies, Inc., incorporated herein by reference to Exhibit 10.1 to Triarc’s Current Report on 
Form 8-K filed on November 8, 2000 (SEC file no. 001-02207). 


Separation Agreement, dated as of April 30, 2007, between Triarc Companies, Inc. and Nelson Peltz, 
incorporated herein by reference to Exhibit 10.3 to Triarc’s Current Report on Form 8-K filed on 
April 30, 2007 (SEC file no. 001-02207).** 


Letter Agreement dated as of December 28, 2007, between Triarc Companies, Inc. and Nelson Peltz, 
incorporated herein by reference to Exhibit 10.2 to Triarc’s Current Report on Form 8-K filed on 
January 4, 2008 (SEC file no. 001-02207).** 


Separation Agreement, dated as of April 30, 2007, between Triarc Companies, Inc. and Peter W. May, 
incorporated herein by reference to Exhibit 10.4 to Triarc’s Current Report on Form 8-K filed on 
April 30, 2007 (SEC file no. 001-02207).** 


Letter Agreement dated as of December 28, 2007, between Triarc Companies, Inc. and Peter W. May, 
incorporated herein by reference to Exhibit 10.3 to Triarc’s Current Report on Form 8-K filed on 
January 4, 2008 (SEC file no. 001-02207).** 
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DESCRIPTION 


Agreement dated June 10, 2009 between Wendy’s/Arby’s Group, Inc. and Trian Fund Management, L.P., 
incorporated herein by reference to Exhibit 10.1 to Wendy’s/Arby’s Group’s Current Report on 
Form 8-K filed on June 11, 2009 (SEC file no. 001-02207). 


Liquidation Services Agreement dated June 10, 2009 between Wendy’s/Arby’s Group, Inc. and 
Trian Fund Management, L.P., incorporated herein by reference to Exhibit 10.2 to Wendy’s/Arby’s 
Group’s Current Report on Form 8-K filed on June 11, 2009 (SEC file no. 001-02207). 


Letter from Trian Fund Management, L.P. (“Trian Partners”) dated as of March 31, 2011 regarding the 
Agreement and the Liquidation Services Agreement each dated as of June 10, 2009 between 
Wendy’s/Arby’s Group, Inc. and Trian Partners, incorporated herein by reference to Exhibit 10.2 of the 
Wendy’s/Arby’s Group, Inc. Form 10-Q for the quarter ended April 3, 2011 (SEC file no. 001-02207). 


Acknowledgment letter dated as of March 31, 2011 from Wendy’s/Arby’s Group, Inc. to Trian Fund 
Management, L.P. (“Trian Partners”) regarding the Agreement and the Liquidation Services Agreement 
each dated as of June 10, 2009 between Wendy’s/Arby’s Group, Inc. and Trian Partners, incorporated 
herein by reference to Exhibit 10.3 of the Wendy’s/Arby’s Group, Inc. Form 10-Q for the quarter 
ended April 3, 2011 (SEC file no. 001-02207). 


Assignment and Assumption of Lease, dated as of June 30, 2007, between Triarc Companies, Inc. and 
Trian Fund Management, L.P., incorporated herein by reference to Exhibit 10.1 to Triarc’s Current 
Report on Form 8-K filed on August 10, 2007 (SEC file no. 001-02207). 


Agreement of Sublease between Triarc Companies, Inc. and Trian Fund Management, L.P., 
incorporated herein by reference to Exhibit 10.4 to Triarc’s Current Report on Form 8-K filed on 
August 10, 2007 (SEC file no. 001-02207). 


First Amendment to Agreement of Sublease between Wendy’s/Arby’s Group, Inc. (f/k/a Triarc 
Companies, Inc.) and Trian Fund Management, L.P., incorporated herein by reference to Exhibit 10.10 
to Wendy’s/Arby’s Group’s Form 10-Q for the quarter ended July 4, 2010 (SEC file no. 001-02207). 


Form of Aircraft Time Sharing Agreement between Triarc Companies, Inc. and each of Trian Fund 
Management, L.P., Nelson Peltz, Peter W. May and Edward P. Garden, incorporated herein by 
reference to Exhibit 10.5 to Triarc’s Current Report on Form 8-K filed on August 10, 2007 (SEC file 
no. 001-02207). 


Aircraft Lease Agreement dated June 10, 2009 between Wendy’s/Arby’s Group, Inc. and TASCO, LLC, 
incorporated herein by reference to Exhibit 10.4 to Wendy’s/Arby’s Group’s Current Report on 
Form 8-K filed on June 11, 2009 (SEC file no. 001-02207). 


Amendment No. | to Aircraft Lease Agreement dated June 10, 2009 between Wendy’s/Arby’s Group, Inc. 
and TASCO, LLC, incorporated herein by reference to Exhibit 10.11 to Wendy’s/Arby’s Group’s 
Form 10-Q for the quarter ended July 4, 2010 (SEC file no. 001-02207). 


Amendment No. 2 to Aircraft Lease Agreement dated June 29, 2011 between Wendy’s/Arby’s Group, Inc. 
and TASCO, LLC, incorporated herein by reference to Exhibit 10.2 to The Wendy's Company 
Form 10-Q for the quarter ended July 3, 2011 (SEC file no. 001-02207). 


Extension and Amendment No. 3 to Aircraft Lease Agreement dated as of June 30, 2012 by and 
between The Wendy’s Company and TASCO, LLC, incorporated herein by reference to Exhibit 10.6 
of The Wendy’s Company Form 10-Q for the quarter ended July 1, 2012 (SEC file no. 001-02207). 


Amended and Restated Aircraft Lease Agreement between The Wendy’s Company and TASCO, LLC 
dated as of August 1, 2012, incorporated herein by reference to Exhibit 10.1 of The Wendy’s Company 
Current Report on Form 8-K filed on August 3, 2012 (SEC file no. 001-12207). 


Registration Rights Agreement dated as of April 23, 1993, between DWG Corporation and 
DWG Acquisition Group, L.P., incorporated herein by reference to Exhibit 10.36 to Wendy’s/Arby’s 
Group’s Annual Report on Form 10-K for the fiscal year ended December 28, 2008 (SEC file 
no. 001-02207). 
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DESCRIPTION 


Letter Agreement dated August 6, 2007, between Triarc Companies, Inc. and Trian Fund Management, L.P., 
incorporated herein by reference to Exhibit 10.7 to Triarc’s Current Report on Form 8-K filed on 
August 10, 2007 (SEC file no. 001-02207). 


Agreement dated November 5, 2008 by and between Wendy’s/Arby’s Group, Inc. and Trian Partners, L.P., 
Trian Partners Master Fund, L.P., Trian Partners Parallel Fund I, L.P., Trian Partners Parallel 
Fund I, L.P., Trian Fund Management, L.P., Nelson Peltz, Peter W. May and Edward P. Garden, 
incorporated herein by reference to Exhibit 10.1 to Wendy’s/Arby’s Group’s Current Report on 
Form 8-K filed on November 12, 2008 (SEC file no. 001-02207). 


Amendment No. 1 to Agreement, dated as of April 1, 2009, among Wendy’s/Arby’s Group, Inc., 
Trian Partners, L.P., Trian Partners Master Fund, L.P., Trian Partners Parallel Fund I, L.P., Trian 
Partners Parallel Fund IL, L.P., Trian Fund Management, L.P., Trian Fund Management GP, LLC, 
Nelson Peltz, Peter W. May and Edward P. Garden, incorporated herein by reference to Exhibit 10.2 to 
Wendy’s/Arby’s Group’s Current Report on Form 8-K filed on April 2, 2009 (SEC file no. 001-02207). 


Agreement dated December 1, 2011 by and between The Wendy’s Company and Trian Partners, L.P., 
Trian Partners Master Fund, L.P., Trian Partners Parallel Fund I, L.P., Trian Partners GP, L.P., 
Trian Fund Management, L.P., the general partner of which is Trian Fund Management GP, LLC, 
Nelson Peltz, Peter W. May and Edward P. Garden, who, together with Nelson Peltz and Peter W. 
May, are the controlling members of Trian GP, Trian Partners Strategic Investment Fund, L.P. and 
Trian Partners Strategic Investment Fund-A, L.P., incorporated herein by reference to Exhibit 10.1 to 
The Wendy’s Company Current Report on Form 8-K filed on December 2, 2011 (SEC file 
no. 001-02207). 


Amended and Restated Letter Agreement dated as of December 18, 2008 between Stephen E. Hare and 
Wendy’s/Arby’s Group, Inc., incorporated herein by reference to Exhibit 99.4 to Wendy’s/Arby’s 
Group’s Current Report on Form 8-K filed on December 22, 2008 (SEC file no. 001-02207).** 


Letter Agreement dated as of March 22, 2011, between Stephen E. Hare and Wendy’s/Arby’s 
Group, Inc., incorporated herein by reference to Exhibit 10.4 of the Wendy’s/Arby’s Group and 
Wendy’s/Arby’s Restaurants, LLC Form 10-Q for the quarter ended April 3, 2011 (SEC file 
nos. 001-02207 and 333-161613, respectively).** 


Letter Agreement between The Wendy’s Company and Stephen E. Hare dated as of May 7, 2013, 
incorporated herein by reference to Exhibit 10.7 of The Wendy’s Company Form 10-Q for the quarter 
ended June 30, 2013 (SEC file no. 001-02207).** 


Consulting Agreement between The Wendy’s Company and Stephen E. Hare dated as of May 7, 2013, 
incorporated herein by reference to Exhibit 10.8 of The Wendy’s Company Form 10-Q for the quarter 
ended June 30, 2013 (SEC file no. 001-02207).** 


Amended and Restated Letter Agreement dated as of December 18, 2008 between Roland C. Smith and 
Wendy’s/Arby’s Group, Inc., incorporated herein by reference to Exhibit 99.5 to Wendy’s/Arby’s 
Group’s Current Report on Form 8-K filed on December 28, 2008 (SEC file no. 001-02207).** 


Letter from Roland C. Smith to The Wendy’s Company dated as of September 1, 2011, incorporated 
herein by reference to Exhibit 10.4 of The Wendy's Company and Wendy’s Restaurants, LLC 
Form 10-Q for the quarter ended October 2, 2011 (SEC file nos. 001-02207 and 333-161613, 
respectively).** 


Letter Agreement dated as of December 18, 2008 by and between Wendy’s/Arby’s Group, Inc. and 
John D. Barker, incorporated herein by reference to Exhibit 10.75 of The Wendy’s Company 
Form 10-K for the fiscal year ended January 1, 2012 (SEC file no. 001-02207).** 


Letter Agreement dated as of January 28, 2009 by and between Wendy’s/Arby’s Group, Inc. and 
Darrell van Ligten, incorporated herein by reference to Exhibit 10.76 of The Wendy's Company 
Form 10-K for the fiscal year ended January 1, 2012 (SEC file no. 001-02207).** 
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DESCRIPTION 


Amendment to Letter Agreement dated March 23, 2012 by and between The Wendy’s Company and 
Darrell van Ligten, incorporated herein by reference to Exhibit 10.2 of The Wendy’s Company 
Form 10-Q for the quarter ended April 1, 2012 (SEC file no. 001-02207).** 


Employment Agreement effective September 12, 2011 by and between The Wendy’s Company and 
Emil J. Brolick, incorporated herein by reference to Exhibit 10.1 of The Wendy’s Company Current 
Report on Form 8-K filed on September 2, 2011 (SEC file no. 001-02207).** 


Amendment to Employment Agreement effective as of June 2, 2014 between The Wendy’s Company 
and Emil J. Brolick, incorporated herein by reference to Exhibit 10.2 of The Wendy’s Company 
Form 10-Q for the quarter ended June 29, 2014 (SEC file no. 001-02207).** 


Special Executive Deferred Compensation Plan by and between The Wendy's Company and 
Emil J. Brolick, incorporated herein by reference to Exhibit 10.2 of The Wendy’s Company Current 
Report on Form 8-K filed on September 2, 2011 (SEC file no. 001-02207).** 


Letter Agreement dated as of January 17, 2012 by and between The Wendy’s Company and 
R. Scott Toop, incorporated herein by reference to Exhibit 10.79 of The Wendy’s Company Form 10-K 
for the fiscal year ended January 1, 2012 (SEC file no. 001-02207).* 


Separation Agreement and Release executed on December 17, 2015 by and_ between 
Wendy’s International, LLC and R. Scott Toop.* ** 


Letter Agreement dated as of March 16, 2012 by and between The Wendy's Company and 
Craig S. Bahner, incorporated herein by reference to Exhibit 10.1 of The Wendy’s Company Form 10-Q 
for the quarter ended April 1, 2012 (SEC file no. 001-02207).** 


Letter Agreement dated as of April 23, 2012 by and between The Wendy's Company and 
Scott Weisberg, incorporated herein by reference to Exhibit 10.5 of The Wendy’s Company 
Form 10-Q for the quarter ended July 1, 2012 (SEC file no. 001-02207).** 


Employment Letter between The Wendy's Company and Todd Penegor dated as of May 8, 2013, 
incorporated herein by reference to Exhibit 10.9 of The Wendy’s Company Form 10-Q for the quarter 
ended June 30, 2013 (SEC file no. 001-02207).** 


Employment Letter between The Wendy’s Company and Robert Wright dated as of November 1, 
2013, incorporated herein by reference to Exhibit 10.81 of The Wendy’s Company Annual Report on 
Form 10-K for the fiscal year ended December 29, 2013 (SEC file no. 001-02207).* 


Employment Letter between The Wendy’s Company and Liliana Esposito dated as of May 8, 2014, 
incorporated herein by reference to Exhibit 10.1 of The Wendy's Company Form 10-Q for the quarter 
ended June 29, 2014 (SEC file no. 001-02207).** 


Employment Letter between The Wendy’s Company and Kurt Kane dated as of March 31, 2015, 
incorporated herein by reference to Exhibit 10.8 of The Wendy’s Company Form 10-Q for the quarter 
ended June 28, 2015.** 


Form of Indemnification Agreement, between Wendy’s/Arby’s Group, Inc. and certain officers, 
directors, and employees thereof, incorporated herein by reference to Exhibit 10.47 to Wendy’s/Arby’s 
Group’s Annual Report on Form 10-K for the fiscal year ended December 28, 2008 (SEC file 
no. 001-02207).** 


Form of Indemnification Agreement of The Wendy’s Company, incorporated herein by reference to 
Exhibit 10.5 of The Wendy's Company and Wendy’s Restaurants, LLC Form 10-Q for the quarter 
ended October 2, 2011 (SEC file nos. 001-02207 and 333-161613, respectively).** 


Form of Indemnification Agreement between Arby’s Restaurant Group, Inc. and certain directors, 
officers and employees thereof, incorporated herein by reference to Exhibit 10.40 to Triarc’s Annual 
Report on Form 10-K for the fiscal year ended December 30, 2007 (SEC file no. 001-02207).** 


EXHIBIT 
NO. DESCRIPTION 


10.98 Form of Indemnification Agreement for officers and employees of Wendy’s International, Inc. and its 
subsidiaries, incorporated herein by reference to Exhibit 10 of the Wendy’s International, Inc. 
Current Report on Form 8-K filed on July 12, 2005 (SEC file no. 001-08116).** 


10.99 Form of First Amendment to Indemnification Agreement between Wendy’s International, Inc. and its 
directors and certain officers and employees, incorporated herein by reference to Exhibit 10(b) of the 
Wendy’s International, Inc. Form 10-Q for the quarter ended June 29, 2008 (SEC file 
no. 001-08116).** 


21.1 Subsidiaries of the Registrant.* 

23.1 Consent of Deloitte & Touche LLP.* 

23.2 Consent of KPMG LLP.* 

31.1 Certification of the Chief Executive Officer of The Wendy’s Company pursuant to Section 302 of the 
Sarbanes-Oxley Act of 2002.* 

31.2 Certification of the Chief Financial Officer of The Wendy’s Company pursuant to Section 302 of the 
Sarbanes-Oxley Act of 2002.* 

32.1 Certification of the Chief Executive Officer and Chief Financial Officer pursuant to Section 906 of the 


Sarbanes-Oxley Act of 2002, furnished as an exhibit to this Form 10-K.* 
99.1 Audited Financial Statements of TimWen Partnership.* 
101.INS XBRL Instance Document* 
101.SCH XBRL Taxonomy Extension Schema Document* 
101.CAL XBRL Taxonomy Extension Calculation Linkbase Document* 
101.DEF XBRL Taxonomy Extension Definition Linkbase Document* 
101.LAB XBRL Taxonomy Extension Label Linkbase Document* 
101.PRE XBRL Taxonomy Extension Presentation Linkbase Document* 


* Filed herewith. 


** Identifies a management contract or compensatory plan or arrangement. 


Instruments defining the rights of holders of certain issues of long-term debt of the Company and its consolidated 
subsidiaries have not been filed as exhibits to this Form 10-K because the authorized principal amount of any one of 
such issues does not exceed 10% of the total assets of the Company and its subsidiaries on a consolidated basis. The 
Company agrees to furnish a copy of each of such instruments to the Commission upon request. 
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SIGNATURES 


Pursuant to the requirements of Section 13 or 15(d) the Securities Exchange Act of 1934, the registrant has 
duly caused this report to be signed on its behalf by the undersigned, thereunto duly authorized. 


THE WENDY’S COMPANY 


(Registrant) 
March 3, 2016 By: /s/  EMIL J. BROLICK 
Emil J. Brolick 
Chief Executive Officer 


Pursuant to the requirements of the Securities Exchange Act of 1934, this report has been signed below on 
March 3, 2016 by the following persons on behalf of the registrant and in the capacities indicated. 


Signature Titles 
/s/ EMIL J. BROLICK Chief Executive Officer and Director 
(Emil J. Brolick) (Principal Executive Officer) 
/s/ TODD A. PENEGOR President and Chief Financial Officer 
(Todd A. Penegor) (Principal Financial Officer) 
/s/ SCOTT A. KRISS Senior Vice President, Chief Accounting and Tax Officer 
(Scott A. Kriss) (Principal Accounting Officer) 
/s/ NELSON PELTZ Chairman and Director 
(Nelson Peltz) 
/s/ PETER W. MAy Vice Chairman and Director 


(Peter W. May) 


/s/ JANET HILL Director 
(Janet Hill) 
/s/ DENNIS M. Kass Director 


(Dennis M. Kass) 


/s/ JOSEPH A. LEVATO Director 
(Joseph A. Levato) 


/s/ J. RANDOLPH LEWIS Director 
(J. Randolph Lewis) 


/s/ MICHELLE J. MATHEWS-SPRADLIN Director 
(Michelle J. Mathews-Spradlin) 


/s/ MATTHEW H. PELTZ Director 
(Matthew H. Peltz) 


/s/ PETER H. ROTHSCHILD Director 
(Peter H. Rothschild) 


/s/ DAVID E. SCHWa~B II Director 
(David E. Schwab II) 
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EXHIBIT 
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2.2 


2.3 


2.4 


25 


3.1 


3:2 


4.1 


4.2 


10.2 


DESCRIPTION 


Agreement and Plan of Merger, dated as of April 23, 2008, by and among Triarc Companies, Inc., 
Green Merger Sub, Inc. and Wendy’s International, Inc., incorporated herein by reference to 
Exhibit 2.1 to Triarc’s Current Report on Form 8-K dated April 29, 2008 (SEC file no. 001-02207). 


Side Letter Agreement, dated August 14, 2008, by and among Triarc Companies, Inc., Green Merger 
Sub, Inc. and Wendy’s International, Inc., incorporated herein by reference to Exhibit 2.3 to 
Triarc’s Registration Statement on Form S-4, Amendment No.3, filed on August 15, 2008 (Reg. no. 
and SEC file no. 333-151336). 


Purchase and Sale Agreement, dated as of June 13, 2011, by and among Wendy’s/Arby’s 
Restaurants, LLC, ARG Holding Corporation and ARG IH Corporation, incorporated herein by 
reference to Exhibit 2.1 of the Wendy’s/Arby’s Group, Inc. and Wendy’s/Arby’s Restaurants, LLC 
Current Reports on Form 8-K filed on June 13, 2011 (SEC file nos. 001-02207 and 333-161613, 
respectively). 


Closing letter dated as of July 1, 2011 by and among Wendy’s/Arby’s Restaurants, LLC, ARG Holding 
Corporation, ARG IH Corporation, and Roark Capital Partners I], LP, incorporated by reference to 
Exhibit 2.2 of the Wendy’s/Arby’s Group, Inc. and Wendy’s/Arby’s Restaurants, LLC Current Reports 
on Form 8-K filed on July 8, 2011 (SEC file nos. 001-02207 and 333-161613, respectively). 


Asset Purchase Agreement by and among Wendy’s International, Inc., Pisces Foods, L.P., 
Near Holdings, L.P., David Near and Jason Near dated as of June 5, 2012, incorporated herein by 
reference to Exhibit 2.1 of The Wendy’s Company Current Report on Form 8-K filed on June 12, 2012 
(SEC file no. 001-02207). 


Restated Certificate of Incorporation of The Wendy’s Company, as filed with the Secretary of State of 
the State of Delaware on May 24, 2012, incorporated herein by reference to Exhibit 3.1 of 
The Wendy’s Company Current Report on Form 8-K filed on May 25, 2012 (SEC file no. 001-02207). 


By-Laws of The Wendy's Company (as amended and restated through May 24, 2012), incorporated 
herein by reference to Exhibit 3.2 of The Wendy’s Company Current Report on Form 8-K filed on 
May 25, 2012 (SEC file no. 001-02207). 


Base Indenture, dated as of June 1, 2015, by and between Wendy’s Funding, LLC, as Master Issuer, and 
Citibank, N.A., as Trustee and Securities Intermediary, incorporated herein by reference to Exhibit 4.1 
of The Wendy’s Company Current Report on Form 8-K filed on June 2, 2015 (SEC file 
no. 001-02207). 


Series 2015-1 Supplement to Base Indenture, dated as of June 1, 2015, by and between 
Wendy’s Funding, LLC, as Master Issuer of the Series 2015-1 fixed rate senior secured notes, Class A-2, 
and Series 2015-1 variable funding senior notes, Class A-1, and Citibank, N.A., as Trustee and 
Series 2015-1 Securities Intermediary, incorporated herein by reference to Exhibit 4.2 of 
The Wendy’s Company Current Report on Form 8-K filed on June 2, 2015 (SEC file no. 001-02207). 


Triarc Companies, Inc. Amended and Restated 1998 Equity Participation Plan, incorporated herein by 
reference to Exhibit 10.3 to Triarc’s Current Report on Form 8-K filed on May 19, 2005 (SEC file 
no. 001-02207).** 


Form of Non-Incentive Stock Option Agreement under the Triarc Companies, Inc. Amended and 
Restated 1998 Equity Participation Plan, incorporated herein by reference to Exhibit 10.2 to 
Triarc’s Current Report on Form 8- K filed on May 13, 1998 (SEC file no. 001-02207).** 


Wendy’s/Arby’s Group, Inc. Amended and Restated 2002 Equity Participation Plan, as amended, 
incorporated herein by reference to Exhibit 10.5 to Wendy’s/Arby’s Group’s Form 10-K for the fiscal 
year ended December 28, 2008 (SEC file no. 001-02207).** 


Form of Non-Incentive Stock Option Agreement under the Wendy’s/Arby’s Group, Inc. Amended and 
Restated 2002 Equity Participation Plan, as amended, incorporated herein by reference to Exhibit 99.6 
to Wendy’s/Arby’s Group’s Current Report on Form 8-K filed on December 22, 2008 (SEC file 
no. 001-02207).** 
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DESCRIPTION 


Form of Restricted Stock Agreement under the Wendy’s/Arby’s Group, Inc. Amended and Restated 
2002 Equity Participation Plan, as amended, incorporated herein by reference to Exhibit 10.7 to 
Wendy’s/Arby’s Group’s Form 10-K for the fiscal year ended December 28, 2008 (SEC file 
no. 001-02207).** 


Form of Non-Employee Director Restricted Stock Award Agreement under the Wendy’s/Arby’s 
Group, Inc. Amended and Restated 2002 Equity Participation Plan, incorporated herein by reference to 
Exhibit 10.7 to Wendy’s/Arby’s Group’s Form 10-Q for the quarter ended June 28, 2009 (SEC file 
no. 001-02207).** 


Form of Non-Incentive Stock Option Agreement under the Wendy’s/Arby’s Group, Inc. Amended and 
Restated 2002 Equity Participation Plan, as amended, incorporated herein by reference to Exhibit 10.1 
to Wendy’s/Arby’s Group’s Form 10-Q for the quarter ended September 27, 2009 (SEC file 
no. 001-02207).** 


Form of Restricted Share Unit Award Agreement under the Wendy’s/Arby’s Group, Inc. Amended and 
Restated 2002 Equity Participation Plan, as amended, incorporated herein by reference to Exhibit 10.2 
to Wendy’s/Arby’s Group’s Form 10-Q for the quarter ended September 27, 2009 (SEC file 
no. 001-02207).** 


Wendy’s/Arby’s Group, Inc. 2010 Omnibus Award Plan, incorporated herein by reference to Annex A 
of the Wendy’s/Arby’s Group, Inc. Definitive 2010 Proxy Statement (SEC file no. 001-02207).** 


First Amendment to Wendy’s/Arby’s Group, Inc. 2010 Omnibus Award Plan, incorporated herein by 
reference to Exhibit 10.2 to The Wendy’s Company Current Report on Form 8-K filed on June 2, 2015 
(SEC file no. 001-02207).** 


Second Amendment to The Wendy’s Company 2010 Omnibus Award Plan, incorporated herein by 
reference to Exhibit 10.3 to The Wendy’s Company Current Report on Form 8-K filed on June 2, 2015 
(SEC file no. 001-02207).** 


Form of Non-Incentive Stock Option Award Agreement under the Wendy’s/Arby’s Group, Inc. 2010 
Omnibus Award Plan, incorporated herein by reference to Exhibit 10.5 to Wendy’s/Arby’s Group’s 
Form 10-Q for the quarter ended July 4, 2010 (SEC file no. 001-02207).** 


Form of Non-Incentive Stock Option Award Agreement for 2012 under the Wendy’s/Arby’s 
Group, Inc. 2010 Omnibus Award Plan, incorporated herein by reference to Exhibit 10.3 of 
The Wendy’s Company Form 10-Q for the quarter ended July 1, 2012 (SEC file no. 001-02207).** 


Form of Long Term Performance Unit Award Agreement under the Wendy’s/Arby’s Group, Inc. 2010 
Omnibus Award Plan, incorporated herein by reference to Exhibit 10.6 to Wendy’s/Arby’s Group’s 
Form 10-Q for the quarter ended July 4, 2010 (SEC file no. 001-02207).** 


Form of Long Term Performance Unit Award Agreement for 2011 under the Wendy’s/Arby’s 
Group, Inc. 2010 Omnibus Award Plan, incorporated herein by reference to Exhibit 10.1 to 
The Wendy’s Company and Wendy’s Restaurants, LLC Form 10-Q for the quarter ended July 3, 2011 
(SEC file nos. 001-02207 and 333-161613, respectively).** 


Form of Long Term Performance Unit Award Agreement for 2012 under the Wendy’s/Arby’s 
Group, Inc. 2010 Omnibus Award Plan, incorporated herein by reference to Exhibit 10.4 of 
The Wendy’s Company Form 10-Q for the quarter ended July 1, 2012 (SEC file no. 001-02207).** 


Form of Long Term Performance Unit Award Agreement for 2013 under the Wendy’s/Arby’s 
Group, Inc. 2010 Omnibus Award Plan, incorporated herein by reference to Exhibit 10.2 of 
The Wendy's Company Form 10-Q for the quarter ended September 29, 2013 (SEC file 
no. 001-02207).** 


Form of Long Term Performance Unit Award Agreement for 2014 under the Wendy’s/Arby’s 
Group, Inc. 2010 Omnibus Award Plan, incorporated herein by reference to Exhibit 10.1 of 
The Wendy’s Company Form 10-Q for the quarter ended March 30, 2014 (SEC file no. 001-02207).** 
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DESCRIPTION 


Form of Long Term Performance Unit Award Agreement for 2015 under the Wendy’s/Arby’s 
Group, Inc. 2010 Omnibus Award Plan, incorporated herein by reference to Exhibit 10.1 of 
The Wendy’s Company Form 10-Q for the quarter ended March 29, 2015 (SEC file no. 001-02207).** 


Form of Restricted Stock Unit Award Agreement under the Wendy’s/Arby’s Group, Inc. 2010 
Omnibus Award Plan, incorporated herein by reference to Exhibit 10.1 of the Wendy’s/Arby’s 
Group, Inc. and Wendy’s/Arby’s Restaurants, LLC Form 10-Q for the quarter ended April 3, 2011 
(SEC file nos. 001-02207 and 333-161613, respectively).** 


Form of Restricted Stock Unit Award Agreement for 2011 under the Wendy’s/Arby’s Group, Inc. 2010 
Omnibus Award Plan, incorporated herein by reference to Exhibit 10.1 of The Wendy’s Company and 
Wendy’s Restaurants, LLC Form 10-Q for the quarter ended October 2, 2011 (SEC file 
nos. 001-02207 and 333-161613, respectively).** 


Form of Restricted Stock Unit Award Agreement for 2013 (ratable vesting) under the Wendy’s/Arby’s 
Group, Inc. 2010 Omnibus Award Plan, incorporated herein by reference to Exhibit 10.3 of 
The Wendy’s Company Form 10- Q for the quarter ended June 30, 2013 (SEC file no. 001-02207).** 


Form of Restricted Stock Unit Award Agreement for 2013 (cliff vesting) under the Wendy’s/Arby’s 
Group, Inc. 2010 Omnibus Award Plan, incorporated herein by reference to Exhibit 10.4 of 
The Wendy’s Company Form 10- Q for the quarter ended June 30, 2013 (SEC file no. 001-02207).** 


Form of Restricted Stock Unit Award Agreement for 2014 (version 1) under the Wendy’s/Arby’s 
Group, Inc. 2010 Omnibus Award Plan, incorporated herein by reference to Exhibit 10.21 of 
The Wendy's Company Form 10-K for the fiscal year ended December 28, 2014 (SEC file 
no. 001-02207).** 


Form of Restricted Stock Unit Award Agreement for 2014 (version 2) under the Wendy’s/Arby’s 
Group, Inc. 2010 Omnibus Award Plan, incorporated herein by reference to Exhibit 10.22 of 
The Wendy's Company Form 10-K for the fiscal year ended December 28, 2014 (SEC file 
no. 001-02207).** 


Form of Non-Employee Director Restricted Stock Award Agreement under the Wendy’s/Arby’s 
Group, Inc. 2010 Omnibus Award Plan, incorporated herein by reference to Exhibit 10.7 to 
Wendy’s/Arby’s Group’s Form 10-Q for the quarter ended July 4, 2010 (SEC file no. 001-02207).** 


Form of Non-Employee Director Restricted Stock Award Agreement for 2013 under the 
Wendy’s/Arby’s Group, Inc. 2010 Omnibus Award Plan, incorporated herein by reference to 
Exhibit 10.5 of The Wendy’s Company Form 10-Q for the quarter ended June 30, 2013 (SEC file 
no. 001-02207).** 


Form of Restricted Stock Award Agreement under the Wendy’s/Arby’s Group, Inc. 2010 Omnibus 
Award Plan, incorporated herein by reference to Exhibit 10.16 of The Wendy’s Company and 
Wendy’s Restaurants, LLC Form 10-K for the fiscal year ended January 1, 2012 (SEC file 
nos. 001-02207 and 333-161613, respectively).** 


Wendy’s International, Inc. 2003 Stock Incentive Plan, incorporated herein by reference to 
Exhibit 10(f) of the Wendy’s International, Inc. Form 10-Q for the quarter ended April 2, 2006 (SEC 
file no. 001-08116).** 


Amendments to the Wendy’s International, Inc. 2003 Stock Incentive Plan, incorporated herein by 
reference to Exhibit 10.12 to Wendy’s/Arby’s Group’s Form 10-K for the fiscal year ended 
December 28, 2008 (SEC file no. 001-02207).** 


Wendy’s International, Inc. 2007 Stock Incentive Plan, incorporated herein by reference to Annex C to 
the Wendy’s International, Inc. Definitive 2007 Proxy Statement, dated March 12, 2007 (SEC file 
no. 001-08116).** 


First Amendment to the Wendy’s International, Inc. 2007 Stock Incentive Plan, incorporated herein by 
reference to Exhibit 10(d) of the Wendy’s International, Inc. Form 10-Q for the quarter ended 
September 30, 2007 (SEC file no. 001-08116).** 
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DESCRIPTION 


Amendments to the Wendy’s International, Inc. 2007 Stock Incentive Plan, incorporated herein by 
reference to Exhibit 10.15 to Wendy’s/Arby’s Group’s Form 10-K for the fiscal year ended 
December 28, 2008 (SEC file no. 001-02207).** 


Form of Stock Option Award Letter for U.S. Grantees under the Wendy’s International, Inc. 2007 
Stock Incentive Plan, incorporated herein by reference to Exhibit 10.3 to Wendy’s/Arby’s Group’s 
Form 10-Q for the quarter ended September 27, 2009 (SEC file no. 001-02207).** 


Form of Stock Unit Award Agreement under the Wendy’s International, Inc. 2007 Stock Incentive 
Plan, incorporated herein by reference to Exhibit 10.4 to Wendy’s/Arby’s Group’s Form 10-Q for the 
quarter ended September 27, 2009 (SEC file no. 001-02207).** 


Form of letter amending non-qualified stock options granted under the Wendy’s International, Inc. 
2007 Stock Incentive Plan on May 1, 2007 and May 1, 2008 to certain former directors of 
Wendy’s International, Inc. incorporated herein by reference to Exhibit 10.5 to Wendy’s/Arby’s 
Group’s Form 10-Q for the quarter ended September 27, 2009 (SEC file no. 001-02207).** 


Wendy’s International, Inc. Supplemental Executive Retirement Plan, incorporated herein by reference 
to Exhibit 10(f) of the Wendy’s International, Inc. Form 10-K for the fiscal year ended December 29, 
2002 (SEC file no. 001-08116).** 


First Amendment to the Wendy’s International, Inc. Supplemental Executive Retirement Plan, 
incorporated herein by reference to Exhibit 10(f) of the Wendy’s International, Inc. Form 10-K for the 
fiscal year ended December 31, 2006 (SEC file no. 001-08116).** 


Amended and Restated Wendy’s International, Inc. Supplemental Executive Retirement Plan No. 2, 
incorporated herein by reference to Exhibit 10.24 to Wendy’s/Arby’s Group’s Form 10-K for the fiscal 
year ended January 3, 2010 (SEC file no. 001-02207).** 


Amended and Restated Wendy’s International, Inc. Supplemental Executive Retirement Plan No. 3, 
incorporated herein by reference to Exhibit 10.25 to Wendy’s/Arby’s Group’s Form 10-K for the fiscal 
year ended January 3, 2010 (SEC file no. 001-02207).** 


Wendy’s International, LLC Executive Severance Pay Policy, effective as of December 14, 2015.* ** 


Wendy’s/Arby’s Group, Inc. 2009 Directors’ Deferred Compensation Plan, effective as of May 28, 
2009, incorporated herein by reference to Exhibit 10.6 to Wendy’s/Arby’s Group’s Form 10-Q for the 
quarter ended June 28, 2009 (SEC file no. 001-02207).** 


Amendment No. 1 to the Wendy’s/Arby’s Group, Inc. 2009 Directors’ Deferred Compensation Plan, 
effective as of May 27, 2010, incorporated herein by reference to Exhibit 10.9 to 
Wendy’s/Arby’s Group’s Form 10-Q for the quarter ended July 4, 2010 (SEC file no. 001-02207).** 


Amendment No. 2 to the Wendy’s/Arby’s Group, Inc. 2009 Directors’ Deferred Compensation Plan, 
incorporated herein by reference to Exhibit 10.6 of The Wendy’s Company Form 10-Q for the quarter 
ended June 30, 2013 (SEC file no. 001-02207).** 


2015-1 Class A-2 Note Purchase Agreement, dated as of May 19, 2015, by and among 
The Wendy’s Company, the subsidiaries of The Wendy’s Company party thereto and Guggenheim 
Securities, LLC, acting on behalf of itself and as the representative of the initial purchasers, incorporated 
herein by reference to Exhibit 10.1 of The Wendy’s Company Current Report on Form 8-K filed on 
May 20, 2015 (SEC file no. 001-02207). 


Class A-1 Note Purchase Agreement, dated as of June 1, 2015, by and among Wendy’s Funding, LLC, 
as Master Issuer, each of Quality Is Our Recipe, LLC, Wendy’s Properties, LLC, Wendy’s SPV 
Guarantor, LLC, as Guarantor, Wendy’s International, LLC, as Manager, the conduit investors party 
thereto, the financial institutions party thereto, certain funding agents, and Codperatieve Centrale 
Raiffeisen-Boerenleenbank, B.A., “Rabobank Nederland,” New York Branch, as L/C Provider, 
Swingline Lender and Administrative Agent, incorporated herein by reference to Exhibit 10.1 of 
The Wendy’s Company Current Report on Form 8-K filed on June 2, 2015 (SEC file no. 001-02207). 
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DESCRIPTION 


Guarantee and Collateral Agreement, dated as of June 1, 2015, by and among Quality Is Our 
Recipe, LLC, Wendy’s Properties, LLC, Wendy’s SPV Guarantor, LLC, each as a Guarantor, in favor of 
Citibank, N.A., as Trustee, incorporated herein by reference to Exhibit 10.2 to The Wendy's Company 
Current Report on Form 8-K filed on June 2, 2015 (SEC file no. 001-02207). 


Management Agreement, dated as of June 1, 2015, by and among Wendy’s Funding, LLC, 
Quality Is Our Recipe, LLC, Wendy's Properties, LLC, Wendy’s SPV Guarantor, LLC, 
Wendy’s International, LLC, as Manager, and Citibank, N.A., as Trustee, incorporated herein by 
reference to Exhibit 10.3 to The Wendy’s Company Current Report on Form 8-K filed on June 2, 2015 
(SEC file no. 001-02207). 


Stock Purchase Agreement, dated as of June 2, 2015, by and between The Wendy’s Company and the 
persons listed on Schedule I thereto, incorporated herein by reference to Exhibit 10.1 to 
The Wendy’s Company Current Report on Form 8-K filed on June 3, 2015 (SEC file no. 001-02207). 


Assignment of Rights Agreement between Wendy’s International, Inc. and Mr. R. David Thomas, 
incorporated herein by reference to Exhibit 10(c) of the Wendy’s International, Inc. Form 10-K for the 
fiscal year ended December 31, 2000 (SEC file no. 001-08116). 


Form of Guaranty Agreement dated as of March 23, 1999 among National Propane Corporation, 
Triarc Companies, Inc. and Nelson Peltz and Peter W. May, incorporated herein by reference to 
Exhibit 10.30 to Triarc’s Annual Report on Form 10-K for the fiscal year ended January 3, 1999 (SEC 
file no. 001-02207). 


Indemnity Agreement, dated as of October 25, 2000 between Cadbury Schweppes plc and 
Triarc Companies, Inc., incorporated herein by reference to Exhibit 10.1 to Triarc’s Current Report on 
Form 8-K filed on November 8, 2000 (SEC file no. 001-02207). 


Separation Agreement, dated as of April 30, 2007, between Triarc Companies, Inc. and Nelson Peltz, 
incorporated herein by reference to Exhibit 10.3 to Triarc’s Current Report on Form 8-K filed on 
April 30, 2007 (SEC file no. 001-02207).** 


Letter Agreement dated as of December 28, 2007, between Triarc Companies, Inc. and Nelson Peltz, 
incorporated herein by reference to Exhibit 10.2 to Triarc’s Current Report on Form 8-K filed on 
January 4, 2008 (SEC file no. 001-02207).** 


Separation Agreement, dated as of April 30, 2007, between Triarc Companies, Inc. and Peter W. May, 
incorporated herein by reference to Exhibit 10.4 to Triarc’s Current Report on Form 8-K filed on 
April 30, 2007 (SEC file no. 001-02207).** 


Letter Agreement dated as of December 28, 2007, between Triarc Companies, Inc. and Peter W. May, 
incorporated herein by reference to Exhibit 10.3 to Triarc’s Current Report on Form 8-K filed on 
January 4, 2008 (SEC file no. 001-02207).** 


Agreement dated June 10, 2009 between Wendy’s/Arby’s Group, Inc. and Trian Fund 
Management, L.P., incorporated herein by reference to Exhibit 10.1 to Wendy’s/Arby’s Group’s 
Current Report on Form 8-K filed on June 11, 2009 (SEC file no. 001-02207). 


Liquidation Services Agreement dated June 10, 2009 between Wendy’s/Arby’s Group, Inc. and 
Trian Fund Management, L.P., incorporated herein by reference to Exhibit 10.2 to Wendy’s/Arby’s 
Group’s Current Report on Form 8-K filed on June 11, 2009 (SEC file no. 001-02207). 


Letter from Trian Fund Management, L.P. (“Trian Partners”) dated as of March 31, 2011 regarding the 
Agreement and the Liquidation Services Agreement each dated as of June 10, 2009 between 
Wendy’s/Arby’s Group, Inc. and Trian Partners, incorporated herein by reference to Exhibit 10.2 of the 
Wendy’s/Arby’s Group, Inc. Form 10-Q for the quarter ended April 3, 2011 (SEC file no. 001-02207). 
Acknowledgment letter dated as of March 31, 2011 from Wendy’s/Arby’s Group, Inc. to 
Trian Fund Management, L.P. (“Trian Partners”) regarding the Agreement and the Liquidation Services 
Agreement each dated as of June 10, 2009 between Wendy’s/Arby’s Group, Inc. and Trian Partners, 
incorporated herein by reference to Exhibit 10.3 of the Wendy’s/Arby’s Group, Inc. Form 10-Q for the 
quarter ended April 3, 2011 (SEC file no. 001-02207). 


137 


10.62 


10.63 


10.64 


10.65 


10.66 


10.67 


10.68 


10.69 


10.70 


10.71 


10.72 


10.73 


138 


DESCRIPTION 


Assignment and Assumption of Lease, dated as of June 30, 2007, between Triarc Companies, Inc. and 
Trian Fund Management, L.P., incorporated herein by reference to Exhibit 10.1 to Triarc’s Current 
Report on Form 8-K filed on August 10, 2007 (SEC file no. 001-02207). 


Agreement of Sublease between Triarc Companies, Inc. and Trian Fund Management, L.P., 
incorporated herein by reference to Exhibit 10.4 to Triarc’s Current Report on Form 8-K filed on 
August 10, 2007 (SEC file no. 001-02207). 


First Amendment to Agreement of Sublease between Wendy’s/Arby’s Group, Inc. (f/k/a Triarc 
Companies, Inc.) and Trian Fund Management, L.P., incorporated herein by reference to Exhibit 10.10 
to Wendy’s/Arby’s Group’s Form 10-Q for the quarter ended July 4, 2010 (SEC file no. 001-02207). 


Form of Aircraft Time Sharing Agreement between Triarc Companies, Inc. and each of 
Trian Fund Management, L.P., Nelson Peltz, Peter W. May and Edward P. Garden, incorporated 
herein by reference to Exhibit 10.5 to Triarc’s Current Report on Form 8-K filed on August 10, 2007 
(SEC file no. 001-02207). 


Aircraft Lease Agreement dated June 10, 2009 between Wendy’s/Arby’s Group, Inc. and TASCO, LLC, 
incorporated herein by reference to Exhibit 10.4 to Wendy’s/Arby’s Group’s Current Report on 
Form 8-K filed on June 11, 2009 (SEC file no. 001-02207). 


Amendment No. 1 to Aircraft Lease Agreement dated June 10, 2009 between 
Wendy’s/Arby’s Group, Inc. and TASCO, LLC, incorporated herein by reference to Exhibit 10.11 to 
Wendy’s/Arby’s Group’s Form 10-Q for the quarter ended July 4, 2010 (SEC file no. 001-02207). 


Amendment No. 2 to Aircraft Lease Agreement dated June 29, 2011 between Wendy’s/Arby’s 
Group, Inc. and TASCO, LLC, incorporated herein by reference to Exhibit 10.2 to The Wendy’s 
Company Form 10-Q for the quarter ended July 3, 2011 (SEC file no. 001-02207). 


Extension and Amendment No. 3 to Aircraft Lease Agreement dated as of June 30, 2012 by and 
between The Wendy’s Company and TASCO, LLC, incorporated herein by reference to Exhibit 10.6 
of The Wendy’s Company Form 10-Q for the quarter ended July 1, 2012 (SEC file no. 001-02207). 


Amended and Restated Aircraft Lease Agreement between The Wendy’s Company and TASCO, LLC 
dated as of August 1, 2012, incorporated herein by reference to Exhibit 10.1 of The Wendy’s Company 
Current Report on Form 8-K filed on August 3, 2012 (SEC file no. 001-12207). 


Registration Rights Agreement dated as of April 23, 1993, between DWG Corporation and 
DWG Acquisition Group, L.P., incorporated herein by reference to Exhibit 10.36 to Wendy’s/Arby’s 
Group’s Annual Report on Form 10-K for the fiscal year ended December 28, 2008 (SEC file 
no. 001-02207). 


Letter Agreement dated August 6, 2007, between Triarc Companies, Inc. and Trian Fund 
Management, L.P., incorporated herein by reference to Exhibit 10.7 to Triarc’s Current Report on 
Form 8-K filed on August 10, 2007 (SEC file no. 001-02207). 


Agreement dated November 5, 2008 by and between Wendy’s/Arby’s Group, Inc. and Trian 
Partners, L.P., Trian Partners Master Fund, L.P., Trian Partners Parallel Fund I, L.P., Trian Partners 
Parallel Fund II, L.P., Trian Fund Management, L.P., Nelson Peltz, Peter W. May and 
Edward P. Garden, incorporated herein by reference to Exhibit 10.1 to Wendy’s/Arby’s Group’s 
Current Report on Form 8-K filed on November 12, 2008 (SEC file no. 001-02207). 


Amendment No. 1 to Agreement, dated as of April 1, 2009, among Wendy’s/Arby’s Group, Inc., 
Trian Partners, L.P., Trian Partners Master Fund, L.P., Trian Partners Parallel Fund I, L.P., 
Trian Partners Parallel Fund U, L.P., Trian Fund Management, L.P., Trian Fund 
Management GP, LLC, Nelson Peltz, Peter W. May and Edward P. Garden, incorporated herein by 
reference to Exhibit 10.2 to Wendy’s/Arby’s Group’s Current Report on Form 8-K filed on April 2, 
2009 (SEC file no. 001-02207). 


10.75 


10.76 


10.77 


10.78 


10.79 


10.80 


10.81 


10.82 


10.83 


10.84 


10.85 


10.86 


10.87 


DESCRIPTION 


Agreement dated December 1, 2011 by and between The Wendy’s Company and Trian Partners, L.P., 
Trian Partners Master Fund, L.P., Trian Partners Parallel Fund I, L.P., Trian Partners GP, L.P., 
Trian Fund Management, L.P., the general partner of which is Trian Fund Management GP, LLC, 
Nelson Peltz, Peter W. May and Edward P. Garden, who, together with Nelson Peltz and 
Peter W. May, are the controlling members of Trian GP, Trian Partners Strategic Investment 
Fund, L.P. and Trian Partners Strategic Investment Fund-A, L.P., incorporated herein by reference to 
Exhibit 10.1 to The Wendy’s Company Current Report on Form 8-K filed on December 2, 2011 
(SEC file no. 001-02207). 


Amended and Restated Letter Agreement dated as of December 18, 2008 between Stephen E. Hare and 
Wendy’s/Arby’s Group, Inc., incorporated herein by reference to Exhibit 99.4 to Wendy’s/Arby’s 
Group’s Current Report on Form 8-K filed on December 22, 2008 (SEC file no. 001-02207).** 


Letter Agreement dated as of March 22, 2011, between Stephen E. Hare and Wendy’s/Arby’s 
Group, Inc., incorporated herein by reference to Exhibit 10.4 of the Wendy’s/Arby’s Group and 
Wendy’s/Arby’s Restaurants, LLC Form 10-Q for the quarter ended April 3, 2011 (SEC file 
nos. 001-02207 and 333-161613, respectively).** 


Letter Agreement between The Wendy’s Company and Stephen E. Hare dated as of May 7, 2013, 
incorporated herein by reference to Exhibit 10.7 of The Wendy’s Company Form 10-Q for the quarter 
ended June 30, 2013 (SEC file no. 001-02207).** 


Consulting Agreement between The Wendy’s Company and Stephen E. Hare dated as of May 7, 2013, 
incorporated herein by reference to Exhibit 10.8 of The Wendy’s Company Form 10-Q for the quarter 
ended June 30, 2013 (SEC file no. 001-02207).** 


Amended and Restated Letter Agreement dated as of December 18, 2008 between Roland C. Smith and 
Wendy’s/Arby’s Group, Inc., incorporated herein by reference to Exhibit 99.5 to Wendy’s/Arby’s 
Group’s Current Report on Form 8-K filed on December 28, 2008 (SEC file no. 001-02207).** 


Letter from Roland C. Smith to The Wendy’s Company dated as of September 1, 2011, incorporated 
herein by reference to Exhibit 10.4 of The Wendy's Company and Wendy’s Restaurants, LLC 
Form 10-Q for the quarter ended October 2, 2011 (SEC file nos. 001-02207 and 333-161613, 
respectively).** 


Letter Agreement dated as of December 18, 2008 by and between Wendy’s/Arby’s Group, Inc. and 
John D. Barker, incorporated herein by reference to Exhibit 10.75 of The Wendy’s Company 
Form 10-K for the fiscal year ended January 1, 2012 (SEC file no. 001-02207).** 


Letter Agreement dated as of January 28, 2009 by and between Wendy’s/Arby’s Group, Inc. and 
Darrell van Ligten, incorporated herein by reference to Exhibit 10.76 of The Wendy's Company 
Form 10-K for the fiscal year ended January 1, 2012 (SEC file no. 001-02207).** 


Amendment to Letter Agreement dated March 23, 2012 by and between The Wendy’s Company and 
Darrell van Ligten, incorporated herein by reference to Exhibit 10.2 of The Wendy’s Company 
Form 10-Q for the quarter ended April 1, 2012 (SEC file no. 001-02207).** 


Employment Agreement effective September 12, 2011 by and between The Wendy’s Company and 
Emil J. Brolick, incorporated herein by reference to Exhibit 10.1 of The Wendy’s Company Current 
Report on Form 8-K filed on September 2, 2011 (SEC file no. 001-02207).** 


Amendment to Employment Agreement effective as of June 2, 2014 between The Wendy’s Company 
and Emil J. Brolick, incorporated herein by reference to Exhibit 10.2 of The Wendy’s Company 
Form 10-Q for the quarter ended June 29, 2014 (SEC file no. 001-02207).** 


Special Executive Deferred Compensation Plan by and between The Wendy’s Company and 
Emil J. Brolick, incorporated herein by reference to Exhibit 10.2 of The Wendy’s Company Current 
Report on Form 8-K filed on September 2, 2011 (SEC file no. 001-02207).** 


Letter Agreement dated as of January 17, 2012 by and between The Wendy’s Company and 
R. Scott Toop, incorporated herein by reference to Exhibit 10.79 of The Wendy’s Company Form 10-K 
for the fiscal year ended January 1, 2012 (SEC file no. 001-02207).** 
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DESCRIPTION 


Separation Agreement and Release executed on December 17, 2015 by and _ between 
Wendy’s International, LLC and R. Scott Toop.* ** 


Letter Agreement dated as of March 16, 2012 by and between The Wendy’s Company and 
Craig S. Bahner, incorporated herein by reference to Exhibit 10.1 of The Wendy's Company 
Form 10-Q for the quarter ended April 1, 2012 (SEC file no. 001-02207).** 


Letter Agreement dated as of April 23, 2012 by and between The Wendy's Company and 
Scott Weisberg, incorporated herein by reference to Exhibit 10.5 of The Wendy’s Company Form 10-Q 
for the quarter ended July 1, 2012 (SEC file no. 001-02207).** 


Employment Letter between The Wendy’s Company and Todd Penegor dated as of May 8, 2013, 
incorporated herein by reference to Exhibit 10.9 of The Wendy’s Company Form 10-Q for the quarter 
ended June 30, 2013 (SEC file no. 001-02207).** 


Employment Letter between The Wendy’s Company and Robert Wright dated as of November 1, 
2013, incorporated herein by reference to Exhibit 10.81 of The Wendy’s Company Annual Report on 
Form 10-K for the fiscal year ended December 29, 2013 (SEC file no. 001-02207).* 


Employment Letter between The Wendy’s Company and Liliana Esposito dated as of May 8, 2014, 
incorporated herein by reference to Exhibit 10.1 of The Wendy’s Company Form 10-Q for the quarter 
ended June 29, 2014 (SEC file no. 001-02207).** 


Employment Letter between The Wendy’s Company and Kurt Kane dated as of March 31, 2015, 
incorporated herein by reference to Exhibit 10.8 of The Wendy's Company Form 10-Q for the quarter 
ended June 28, 2015.** 


Form of Indemnification Agreement, between Wendy’s/Arby’s Group, Inc. and certain officers, 
directors, and employees thereof, incorporated herein by reference to Exhibit 10.47 to Wendy’s/Arby’s 
Group’s Annual Report on Form 10-K for the fiscal year ended December 28, 2008 (SEC file 
no. 001-02207).** 


Form of Indemnification Agreement of The Wendy’s Company, incorporated herein by reference to 
Exhibit 10.5 of The Wendy's Company and Wendy’s Restaurants, LLC Form 10-Q for the quarter 
ended October 2, 2011 (SEC file nos. 001-02207 and 333-161613, respectively).** 


Form of Indemnification Agreement between Arby’s Restaurant Group, Inc. and certain directors, 
officers and employees thereof, incorporated herein by reference to Exhibit 10.40 to Triarc’s Annual 
Report on Form 10-K for the fiscal year ended December 30, 2007 (SEC file no. 001-02207).** 


Form of Indemnification Agreement for officers and employees of Wendy’s International, Inc. and its 
subsidiaries, incorporated herein by reference to Exhibit 10 of the Wendy’s International, Inc. Current 
Report on Form 8-K filed on July 12, 2005 (SEC file no. 001-08116).** 


Form of First Amendment to Indemnification Agreement between Wendy’s International, Inc. and its 
directors and certain officers and employees, incorporated herein by reference to Exhibit 10(b) of the 
Wendy’s International, Inc. Form 10-Q for the quarter ended June 29, 2008 (SEC file 
no. 001-08116).** 


Subsidiaries of the Registrant.* 
Consent of Deloitte & Touche LLP.* 
Consent of KPMG LLP.* 


Certification of the Chief Executive Officer of The Wendy’s Company pursuant to Section 302 of the 
Sarbanes-Oxley Act of 2002.* 


Certification of the Chief Financial Officer of The Wendy's Company pursuant to Section 302 of the 
Sarbanes-Oxley Act of 2002.* 


99.1 
101.INS 
101.SCH 
101.CAL 
101.DEF 
101.LAB 
101.PRE 


DESCRIPTION 


Certification of the Chief Executive Officer and Chief Financial Officer pursuant to Section 906 of the 
Sarbanes-Oxley Act of 2002, furnished as an exhibit to this Form 10-K.* 


Audited Financial Statements of TimWen Partnership.* 
XBRL Instance Document* 

XBRL Taxonomy Extension Schema Document* 

XBRL Taxonomy Extension Calculation Linkbase Document* 
XBRL Taxonomy Extension Definition Linkbase Document* 
XBRL Taxonomy Extension Label Linkbase Document* 


XBRL Taxonomy Extension Presentation Linkbase Document* 


* Filed herewith. 
** — Identifies a management contract or compensatory plan or arrangement. 


Instruments defining the rights of holders of certain issues of long-term debt of the Company and its consolidated 
subsidiaries have not been filed as exhibits to this Form 10-K because the authorized principal amount of any one of 
such issues does not exceed 10% of the total assets of the Company and its subsidiaries on a consolidated basis. The 
Company agrees to furnish a copy of each of such instruments to the Commission upon request. 
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EXHIBIT 21.1 


THE WENDY'S COMPANY 
LIST OF SUBSIDIARIES AS OF 
January 3, 2016 


STATE OR JURISDICTION 
—eE EE 
Wendy’s Restaurants, LLC Delaware 
Wendy’s International, LLC Ohio 
Wendy’s Support Center, LLC Delaware 
Scioto Insurance Company Vermont 
Wendy’s Global Holdings CV Netherlands 
Wendy’s Global Financing Partner, LLC Delaware 
Wendy’s Global Financing LP Ontario 
Wendy’s Ireland Financing Ltd. Ireland 
Wendy’s Singapore Pte. Ltd. Singapore 
Wendy’s Restaurants (Asia) Limited Hong Kong 
Wendy’s Old Fashioned Hamburger Restaurants Pty. Ltd. Australia 
Wendy’s Netherlands BV Netherlands 
Wendy’s Netherlands Holdings BV Netherlands 
Wendy’s Restaurants of Canada Inc. Ontario 
Wendy’s Canadian Advertising Program, Inc. Canada 
TIMWEN Partnership (1) Ontario 
Wendy’s Global Holdings Partner, LLC Delaware 
Wendy’s Eurasia, Inc. Ohio 
Wendy’s Old Fashioned Hamburgers of New York, LLC Ohio 
Wendy’s Restaurants of New York, LLC Delaware 
Wendy’s International Finance, Inc. Ohio 
Wendy’s of Denver, LLC Colorado 
Wendy’s of N.E. Florida, LLC Florida 
Oldemark LLC Delaware 
Wendy’s SPV Guarantor, LLC Delaware 
Wendy’s Funding, LLC Delaware 
Quality Is Our Recipe, LLC Delaware 
Wendy’s Properties, LLC Delaware 
Restaurant Finance Corporation Ohio 
Café Express, LLC Delaware 
Wendy Restaurant, Inc. Delaware 
The Wendy’s National Advertising Program, Inc. Ohio 
256 Gift Card Inc. Colorado 
SEPSCO, LLC Delaware 
TXL Corp. South Carolina 
Home Furnishing Acquisition Corporation Delaware 
Triarc Acquisition, LLC Delaware 
Jurl Holdings, LLC Delaware 
RCAC, LLC Delaware 
Madison West Associates Corp. Delaware 
Citrus Acquisition Corporation Florida 
Adams Packing Association, Inc. Delaware 


(1) 50% owned by Wendy’s Restaurants of Canada Inc. 


EXHIBIT 23.1 


CONSENT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM 


We consent to the incorporation by reference in Registration Statement Nos. 333-50051, 333-82069, 
333-97569, 333-155273, and 333-167170 on Form S-8 and Registration Statement No. 333-204139 on Form S-3 
of our reports dated March 3, 2016, relating to the consolidated financial statements of The Wendy’s Company, and 
the effectiveness of The Wendy’s Company’s internal control over financial reporting, appearing in this Annual 
Report on Form 10-K of The Wendy’s Company for the year ended January 3, 2016. 


/s/ Deloitte & Touche LLP 
Columbus, Ohio 
March 3, 2016 


EXHIBIT 23.2 


CONSENT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM 


We consent to the use of our report, dated February 26, 2016, with respect to the TIMWEN Partnership 
financial statements included in this Annual Report on Form 10-K. 


We also consent to the incorporation by reference of such reports in the Registration Statements 
(No. 333-50051, No. 333-82069, No. 333-97569, 333-155273 and No. 333-167170) on Form S-8 and the 
Registration Statement (No. 333-204139) on Form S-3 of The Wendy’s Company. 


/s/ KPMG LLP 

Chartered Professional Accountants, Licensed Public Accountants 
February 26, 2016 

Toronto, Canada 


EXHIBIT 31.1 


CERTIFICATIONS 
I, Emil J. Brolick, certify that: 
1. I have reviewed this annual report on Form 10-K of The Wendy’s Company; 


2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state 
a material fact necessary to make the statements made, in light of the circumstances under which such statements were 
made, not misleading with respect to the period covered by this report; 


3. Based on my knowledge, the financial statements, and other financial information included in this report, 
fairly present in all material respects the financial condition, results of operations and cash flows of the registrant as of, 
and for, the periods presented in this report; 


4, The registrant’s other certifying officer(s) and I are responsible for establishing and maintaining disclosure 
controls and procedures (as defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over 
financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) for the registrant and have: 


(a) Designed such disclosure controls and procedures, or caused such disclosure controls and procedures 
to be designed under our supervision, to ensure that material information relating to the registrant, including its 
consolidated subsidiaries, is made known to us by others within those entities, particularly during the period in 
which this report is being prepared; 


(b) Designed such internal control over financial reporting, or caused such internal control over financial 
reporting to be designed under our supervision, to provide reasonable assurance regarding the reliability of 
financial reporting and the preparation of financial statements for external purposes in accordance with generally 
accepted accounting principles; 


(c) Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this 
report our conclusions about the effectiveness of the disclosure controls and procedures, as of the end of the 
period covered by this report based on such evaluation; and 


(d) Disclosed in this report any change in the registrant’s internal control over financial reporting that 
occurred during the registrant’s most recent fiscal quarter (the registrant’s fourth fiscal quarter in the case of an 
annual report) that has materially affected, or is reasonably likely to materially affect, the registrant’s internal 
control over financial reporting; and 


5. The registrant’s other certifying officer(s) and I have disclosed, based on our most recent evaluation of 
internal control over financial reporting, to the registrant’s auditors and the audit committee of the registrant’s board 
of directors (or persons performing the equivalent functions): 


(a) All significant deficiencies and material weaknesses in the design or operation of internal control over 
financial reporting which are reasonably likely to adversely affect the registrant’s ability to record, process, 
summarize and report financial information; and 


(b) Any fraud, whether or not material, that involves management or other employees who have a 
significant role in the registrant’s internal control over financial reporting. 


March 3, 2016 


/s/_ EMI J. BROLICK 


Emil J. Brolick 
Chief Executive Officer 


EXHIBIT 31.2 


CERTIFICATIONS 
I, Todd A. Penegor, certify that: 
1. I have reviewed this annual report on Form 10-K of The Wendy’s Company; 


2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state 
a material fact necessary to make the statements made, in light of the circumstances under which such statements were 
made, not misleading with respect to the period covered by this report; 


3. Based on my knowledge, the financial statements, and other financial information included in this report, 
fairly present in all material respects the financial condition, results of operations and cash flows of the registrant as of, 
and for, the periods presented in this report; 


4, The registrant’s other certifying officer(s) and I are responsible for establishing and maintaining disclosure 
controls and procedures (as defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over 
financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) for the registrant and have: 


(a) Designed such disclosure controls and procedures, or caused such disclosure controls and procedures 
to be designed under our supervision, to ensure that material information relating to the registrant, including its 
consolidated subsidiaries, is made known to us by others within those entities, particularly during the period in 
which this report is being prepared; 


(b) Designed such internal control over financial reporting, or caused such internal control over financial 
reporting to be designed under our supervision, to provide reasonable assurance regarding the reliability of 
financial reporting and the preparation of financial statements for external purposes in accordance with generally 
accepted accounting principles; 


(c) Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this 
report our conclusions about the effectiveness of the disclosure controls and procedures, as of the end of the 
period covered by this report based on such evaluation; and 


(d) Disclosed in this report any change in the registrant’s internal control over financial reporting that 
occurred during the registrant’s most recent fiscal quarter (the registrant’s fourth fiscal quarter in the case of an 
annual report) that has materially affected, or is reasonably likely to materially affect, the registrant’s internal 
control over financial reporting; and 


5. The registrant’s other certifying officer(s) and I have disclosed, based on our most recent evaluation of 
internal control over financial reporting, to the registrant’s auditors and the audit committee of the registrant’s board 
of directors (or persons performing the equivalent functions): 


(a) All significant deficiencies and material weaknesses in the design or operation of internal control over 
financial reporting which are reasonably likely to adversely affect the registrant’s ability to record, process, 
summarize and report financial information; and 


(b) Any fraud, whether or not material, that involves management or other employees who have a 
significant role in the registrant’s internal control over financial reporting. 


March 3, 2016 


/s/ Topp A. PENEGOR 


Todd A. Penegor 
President and Chief Financial Officer 


EXHIBIT 32.1 


Certification Pursuant to 
18 U.S.C. Section 1350 
As Adopted Pursuant to 
Section 906 of the Sarbanes-Oxley Act of 2002 


Pursuant to section 906 of the Sarbanes-Oxley Act of 2002 (subsections (a) and (b) of section 1350, chapter 63 
of title 18, United States Code), each of the undersigned officers of The Wendy’s Company, a Delaware corporation 
(the “Company”), does hereby certify, to the best of such officer’s knowledge, that: 


The Annual Report on Form 10-K for the year ended January 3, 2016 (the “Form 10-K”) of the Company 
fully complies with the requirements of section 13(a) or 15(d) of the Securities Exchange Act of 1934 and 
information contained in the Form 10-K fairly presents, in all material respects, the financial condition and results of 
operations of the Company. 


March 3, 2016 


/s/_ EMIL J. BROLICK 


Emil J. Brolick 
Chief Executive Officer 


March 3, 2016 


/s/ Topp A. PENEGOR 


Todd A. Penegor 
President and Chief Financial Officer 


STOCK performance 


The following performance graph shows The Wendy's Company's cumulative total stockholder return on its Common Stock relative to the returns of the 
S&P Midcap 400° Index and two customized peer groups, whose individual companies are listed in footnotes 1 and 2 below. The measurement points in the 
graph are the last trading days of our 2010, 2011, 2012, 2013, 2014 and 2015 fiscal years. The returns set forth below assume an initial investment of $100 and 
reinvestment of all dividends when received. 


COMPARISON of 5 YEAR CUMULATIVE TOTAL RETURN* 
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(1) The 15 companies included in the Company’s 2014 peer group are: Brinker International, Inc., Chipotle Mexican Grill, Inc., Darden Restaurants, Inc., DineEquity, Inc., Dunkin’ Brands 
Group, Inc., Jack In The Box Inc., McDonald’s Corporation, Panera Bread Company, Popeyes Louisiana Kitchen, Inc., Red Robin Gourmet Burgers, Inc., Ruby Tuesday, Inc., Sonic 


Corp., Starbucks Corporation, The Wendy’s Company and Yum! Brands, Inc. 


(2) The 19 companies included in the Company’s 2015 peer group are: Brinker International Inc., Buffalo Wild Wings, Inc., Chipotle Mexican Grill, Inc., Darden Restaurants, Inc., 
DineEquity, Inc., Domino’s Pizza, Inc., Dunkin’ Brands Group, Inc., Jack In The Box Inc., McDonald’s Corporation, Panera Bread Company, Papa John’s International, Inc., Popeyes 
Louisiana Kitchen, Inc., Red Robin Gourmet Burgers, Inc., Restaurant Brands International Inc., Ruby Tuesday, Inc., Sonic Corp., Starbucks Corporation, The Wendy’s Company and 


Yum! Brands, Inc. 


* This performance graph does not constitute soliciting material and should not be deemed filed or incorporated by reference into any filing by The Wendy’s Company under the Securities 
Act of 1933, as amended, or the Securities Exchange Act of 1934, as amended, except to the extent The Wendy’s Company specifically incorporates this performance graph by 


reference into such other filing. 


Source: Research Data Group, Inc. 
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